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Babcock & Wilcox Limited 
Group profile 


Babcock & Wilcox Limited is a worldwide 
organisation concerned with the design, 
manufacture and erection of a wide range of 
engineering plant and the provision of related 
services. It caters for customers anywhere in the 
world through a chain of subsidiary and associated 
companies in the United Kingdom, United States of 
America, Australia, Belgium, Brazil, Canada, Finland, 
France, Holland, India, Italy, Japan, Mexico, 

New Zealand, Singapore, South Africa, Spain, 
Sweden, Venezuela, West Germany and Zambia. 


The Company traded in 1978 through six main 
operating groups : Babcock & Wilcox (Operations) 
Limited ; Babcock Contractors Limited : Babcock 
Construction Equipment Limited : Babcock 
Industrial & Electrical Products Limited : 
International group ; and Babcock International Inc. 


The Group in the World 





International Group 


Group company 
Associated company 
Trade investment 
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Babcock International Inc 


The Group’s worldwide activities include the 
manufacture and provision of: boilers and ancillaries 
for conventional and nuclear power stations and for 
industrial and marine applications : pressure vessels 
and steel fabrications of all types ; mechanical 
construction ; steelworks, chemical and processing 
plant; aerial ropeways for passenger and bulk material 
transportation ; unit and bulk mechanical handling 
equipment; construction equipment and SErvices ; 
industrial and agricultural tractors ; instrumentation 
and control systems ; industrial mixing equipment; 
desalination, ultra-filtration and pollution control 
plant; non-ferrous metal casting machines: foundry 
products ; mining machinery ; electrical and 
electronic equipment; wire and cable machinery ; 
welding wire ; chain link fencing ; chain: aerial tow 
cables ; cable controls for motor vehicles and other 
uses. [he Group employs approximately 36,000 
people and turnover in 1978 amounted to £778 
million. 


Babcock & Wilcox (Operations) Limited 
Babcock Contractors Limited 

Babcock Construction Equipment Limited 
Babcock Industrial & Electrical Products Limited 
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The year in brief 
1978 1977 
£000 £000 
Turnover 777,707 656,669 
Profit before taxation 39,555 O2,270 
Taxation 14,774 11,476 
Profit after taxation 24,781 20,799 
Per 25p ordinary share: 
net assets 157p 148p 
earnings 25-3p 22°50 
dividends 5-86p 5: 25p 
cover 4-0 4:3 
Return on total funds employed 19-11% 18:8% 
Average number of employees: 
United Kingdom 21,866 2257 
Overseas 14,449 14,427 
Total 36,315 36,948 
Turnover per employee based 
on the above average £21,416 aa a aS) 








Babcock & Wilcox Limited 
Notice of meeting 


Notice is hereby given that the eightieth 

annual general meeting of Babcock & Wilcox Limited 
will be held at The Business Centre, The Institute 
of Directors, 116 Pall Mall, London SW1Y 5ED, 

on Friday 25th May 1979, at 12.30 pm for the 
following purposes : 


1 To receive and adopt the statement of accounts 
for the financial year ended 31st December 1978 
together with the reports of the directors and 
auditors thereon. 


2 To declare an ordinary dividend. 
3 To elect directors. 


4 To reappoint Coopers & Lybrand as auditors and 
to authorise the directors to fix their remuneration. 


© As special business, to consider, and if thought 
fit, to pass the following as a special resolution: 


‘That the name of the Company be changed to 
Babcock International Limited . 


By order of the board 
E. G. W. Lunn Secretary 


Cleveland House 
London SW1Y 4LN 


11th April 1979 


Notes 


1 Pursuant to Article 78 holders of the 4% redeemable 
preference stock are not entitled to attend or vote at the above 
meeting. 


2 In accordance with the provisions of the Companies Act 
1948, any member of the Company entitled to attend and 
vote may appoint another person (whether a member or not) 
as his proxy to attend and vote instead of him. 


3 Ordinary shareholders registered on 20th April 1979 will 
receive the dividend payable on 29th May 1979. 





4 There will be available for inspection at the meeting: 


i) Copies of the contracts of service made between the 
Company and executive directors. 


ii) The registers required to be maintained in accordance 
with the provisions of sections 29 and 34 of the Companies 
Act 1967. 


Explanatory note concerning Item 5 

Your Company has, since its incorporation in 1900, 
borne the name ‘Babcock & Wilcox, Limited’ 
which became synonymous over the years with the 
boilermaking industry, particularly in the field of 
power generation. 


In the past ten years, progressive and rapid 
diversification into product lines unrelated to the 
boilermaking industry and into new territories — 
particularly the United States of America—has 
produced a significant increase in levels of turnover 
and profit, approximately two-thirds of which are 
now generated from overseas sources. 


Following the restructuring of the group organisation 
which was undertaken in 1978, your directors 
consider that it would be timely and beneficial for 
the Company to adopt anew name, more appropriate 
to its current role, size and spheres of activity. 


Many group companies now include the 

name ‘Babcock’ as part of their corporate styles, thus 
contributing towards the strengthening of the 
Group's corporate identity. Other measures are being 
introduced which will assist in identifying 
subsidiaries as members of the Group and itis 
believed that the proposed change of name would 
further assist in providing a distinctive Group identity. 


Accordingly, your directors recommend that a 
special resolution be passed at the annual 

general meeting to change the name of the Company 
to ‘Babcock International Limited’. If the resolution is 
Passed arrangements would be made to enable the 
Company to commence to use its new name on 

1st September 1979, or as closely as possible to such 
date depending upon the completion of statutory 
formalities. When the new name becomes effective, 
itis notintended to call in existing stock and share 
certificates for amendment and these will remain 
valid for all purposes. 


Babcock & Wilcox Limited 


Board of directors 
Sir John King Chairman 
T. Carlile, CBE, BSc (Eng), FCGI, FEng, FIMechE Deputy Chairman 
and Managing Director 
L.W. Cole, Bcom, FIS 
Donald Forrester 
B.J. Knightley, Fca Finance Director 
D. Parvin, FCA Deputy Managing Director 
G.S. Stone, Fca 
A. J. Taylor, BSc (Eng) Executive Director 


The Hon J. Andrew Turner 











Secretary 


EG. VW. Lunn; ecis 


Auditors 


Coopers & Lybrand 


Registered office 


Cleveland House 
St James's Square 
London SW1Y 4LN 


Registrars and transfer office 


Coopers & Lybrand 
Bourne House 

34 Beckenham Road 
Beckenham, Kent BR3 4TU 


Babcock & Wilcox Limited and subsidiary companies 
Statement by the chairman: Sir John King 


In many respects the business climate in 1978 was 
the worst of recent years. The economy in the 
United Kingdom remained weak and there was an 
increasing incidence of industrial unrest as the year 
progressed. An abnormal number of disruptions 
occurred at our sites and plants, and production and 
delivery schedules were also disrupted by stoppages 
in the plants of some suppliers and customers. 


Overseas, sluggish conditions continued in many of 
the markets served by the Group. A notable 

exception was North America, but in that area 

as IN most other overseas territories, the profits 

earned by our local companies suffered on 

translation from the relative strength of sterling. A few 
of our Overseas operations produced unacceptable 
results and corrective action was taken. 


Against this background the Group’s performance 
in achieving substantial improvements in turnover 
and profits, together with a record order intake, give 
cause for satisfaction. Significantly, the decision 
taken in 1975 to enter the North American market 
proves to have been sound andencourages oursearch 
for further investment opportunities in that area. 


Group trading results 

Turnover in 1978 increased 18 per cent to 

£77 7-7 million (1977: £656: 7 million) on which the 
Group earned a record profit before taxation of 
£39-6 million (1977: £32-3 million), representing a 
rise of 23 per cent. 

The policy introduced in 1977 to adopt a 
concurrent financial year for all companies in the 


Group turnover: percentage by main user industries 


23-5% 
BB 1972 £777-7 mittion 


16:2% 
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Group has now been fully implemented. The 
extended accounting periods of those companies 
which changed their accounting dates in 1978 to 31st 
December added £16-9 million (1977 :£21-7 million) 
to turnover and £218,000 (1977 : £609,000) to profit 
before taxation. In addition, the accounts include 
£994,000 (1977: £2,006,000) profit from the sale 
of an investment and £925,000 (1977: £940,000) 
of profits relating to prior years. 


The growth in the Group’s business was entirely in 
overseas markets, the result of increased exports by 
United Kingdom companies and improved activity 
by our subsidiaries abroad. Turnover in home 
markets actually fell, reflecting the continuing 
depressed state of the United Kingdom economy 
and the disruptions that occurred in some market 
sectors during 1978. 


Exports totalled £153 million compared with 

£82 million in 1977. These accounted for 39 per 
cent (1977: 24 per cent) of the combined turnover 
of our United Kingdom companies, rewarding 
enterprise and intensive efforts during recent years 
to penetrate new markets for our products to 
compensate for the decline in home demand. 
Aggregating exports with sales by overseas 
companies, 69 percent (1977: 61 per cent) of Group 
turnover was In markets outside the United Kingdom. 


Relative to most of the currencies applicable to 

Our Overseas Companies, especially the US dollar, 
sterling was generally stronger in 1978 than in 1977. 
Compared with the sterling equivalents in 1977, the 
movements in these exchange rates had the effect of 
reducing Group turnover and profit before taxation by 
£15-3 million and £1-5 million respectively. 


My statement last year referred to the 
reorganisation of the Group’s United Kingdom 
operations introduced on 3rd April 1978. For 
accounting purposes, however, the new Operating 
group structure was effective from 1st January 
1978. Accordingly, references in this annual report 
to the activities and results of the Operating groups 
recognise the new structure as if it had been in 
existence throughout 1978. 


Babcock Contractors Limited and the International 
group produced much improved results in 1978, 

but in both cases profits were depressed by serious 
losses in certain of their subsidiaries. 


In Babcock Contractors Limited a further trading 
loss of £4:6 million was incurred by Hardstock 
Limited which, although a subsidiary, is not the 
responsibility of this group’s management. It is now 
clear that provisions made by Hardstock Limited 

in 1977 for costs to complete its then current 
contracts were seriously miscalculated, although 
there was no evidence to Suggest this at the time. 
Responsibility for a large portion of the uncompleted 
work was taken over by other contractors anda 
number of other contracts have been completed by 
Hardstock. Site work on the remaining contracts still 
under Hardstock’s control was held up by the 
extended spell of bad weather last winter, but is now 


virtually completed. Building activity should therefore 
come to an end in the very near future. 


Losses in two German subsidiaries of Claudius 
Peters AG andinsome divisions of Babcock & 
Wilcox Australia Limited blemished an otherwise 
good performance by the International group. In 
each of these cases remedial action was taken as 
soon as the position became known. 


American Chain & Cable Company, Inc, which has 
now changed Its name to Acco Industries Inc, again 
made a good contribution to the Group’s results. In 
1978 it was practicable for the first time to recognise 
in the Group accounts a FIFO basis of valuation for 
certain stocks which Acco values on the LIFO 
principle. Most of the improvement in Acco’s profits, 
expressed in sterling, related to this adjustment. 


Expenditure by the Group on new plant and 
facilities In 1978 totalled £19-7 million of which 
£7-8 million was incurred in the United Kingdom. 
In addition, capital expenditure on the acquisition 
of new businesses and investments amounted to 
£2 million. 


The net liquid position of the Group changed from 
a positive £5:°8 million at the end of 1977 to a 
negative £8:2 million at 31st December 1978. The 
cash outflow of £14 million was used mainly to 
finance additional working capital resulting from 
increased levels of overseas activity in the United 
Kingdom contracting companies and the FATA 
group of Acco. 


Aggregate borrowings, however, declined from 
£68-4 million to £62:1 million, including a 
movement from £50-1 million to £28-6 million in 
term loans. Of the £21-5 million decrease in loans, 
£17 million resulted from conversions of the 7 per 
cent convertible guaranteed bonds into paid up 
equity. It is indicative of the success of this issue 
that since 17th April 1978, the first date on which 
bonds could be converted, bonds to the value of 
$33,692,000 out of the total of $35 million were 
converted, resulting in the issue of 15,462,084 
ordinary shares of Babcock & Wilcox Limited. This 
has significantly strengthened the capital structure 
of the Company. 


In January 1979 the Company sold 450,000 shares 
of its investment in CIF Babcock Fives, reducing the 
Company's interest from 21 per cent to 4-4 per cent. 
The proceeds of the sale amounted to 

US$12-5 million realising a profit of approximately 
£6 million which will be treated as an extraordinary 
item in 1979. 


Ordinary dividend 

Having paid an interim ordinary dividend of 
2-9312 pence per share on 23rd October 1978, the 
directors now recommend the payment of a final 
ordinary dividend of 2:9313 pence per share to 
make the total payment 5:8625 pence per share for 
the year, which is the maximum annual rate of 
dividend permissible under current legislation. 


Accounting for inflation 

An announcement has been made that new 
proposals for inflation accounting will be published 
by the Accounting Standards Committee on 

30th April 1979, initially in the form of a discussion 
document. It is to be hoped that these new 
proposals will deal specifically with the exceptional 
aspects of businesses engaged in long term 
contracts and remove the anomalies which the 
existing inflation accounting guidelines produce 
when applied to the historic cost data of such 
operations. The Group’s substantial involvement 
with long term contracts makes this a matter of 
particular concern. 


Certainly, in our case, a statement prepared in 
accordance with the existing inflation accounting 
guidelines would present misleading figures and 
for this reason such a statement has not been 
included in this annual report. 


Business outlook 

While many of the Group’s markets continued in 
the grip of economic gloom throughout 1978 and 
a number of companies trading in them merely 
sustained order intake at the low average levels of 
recent years, significant improvements in the 
majority of Acco’s North American markets gave 
many of its operations record order books. Also the 
contracting companies, particularly Babcock & 
Wilcox (Operations) Limited, Babcock Contractors 
Limited and the FATA group were successful with 
awards of major contracts. As a result the value of 
orders booked by Group companies in 1978 was 


Profits and dividends 


£ millions Profit before tax and Gross ordinary 
extraordinary items dividends including 


imputed tax 
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Babcock & Wilcox Limited and subsidiary companies 
Statement by the chairman continucd 


35 per cent higher than in the previous year and 
reached a record total of £1,035 million. The 
backlog increased accordingly enabling the Group 
to start 1979 with uncompleted orders in hand of 
£878 million, compared with £642 million at the 
beginning of 1978. 


This high backlog reflects an especially healthy 
position in Babcock & Wilcox (Operations) Limited 
following the receipt of contracts for power stations 
at Drax ‘B’ and Castle Peak, Hong Kong. 
Considering the current difficulties in obtaining 
utility boiler orders it is pleasing to note a more 
satisfactory workload than has been experienced 
for some time in this operating group. 


Babcock Contractors Limited has a number of 
contracts In progress which provide a profitable 
base load for 1979, and removal of the constraints 
imposed by Hardstock will allow the group to 
reveal its real profit capability. 


The managements of Babcock Construction 
Equipment Limited and Babcock Industrial & 
Electrical Products Limited both have good 
records of producing Satisfactory results under 
difficult trading conditions and | am confident that 
they will maintain their previous performance. 


In the International group, the principal contracting 
companies in Africa, Germany and Mexico have 
continuing work through 1979 on existing major 
contracts. It is unlikely, however, that there will be 
any significant profit recovery in the Australian 
company. 


Funds employed by territories 


2 ; 


& 1978 £233-4 million 


41% 





A strong performance by Acco enabled the Group 
to make a relatively good start to the current year, 
despite serious disruptions to operations in the 
United Kingdom caused by the transport drivers’ 
strike In January and the bad weather conditions. 
Looking ahead, the main concern is still the 
uncertainty surrounding economic conditions 
around the world in the coming months and their 
effects on business opportunities, especially for our 
product companies. Provided there is no deterioration 
in these conditions a successful year is in prospect 
for the Group. 





Change of Company name 

The character of the Group has changed 
significantly in recent years, particularly in regard 
to Its principal geographical areas of operation. 
Only four years ago, turnover in North America 
accounted for approximately 1-5 per cent of the 
Group total and the amount of investment was 
similarly small. Today the Group employs about 
30 per cent of its total funds in North America, 
generating 21 per cent of turnover and 33 per cent 
of trading profit. Including other overseas 
territories, approximately 60 per cent of funds 
employed and 70 per cent of turnover relate to 
sources outside the United Kingdom. 


The Group’s operations therefore have a distinct 
international bias, the image of which your 
directors believe is not projected by the present 
name of the Company. To remedy this, it is 
recommended that a special resolution be passed 
at the annual general meeting to change the name 
of the Company to ‘Babcock International Limited’. 


Former chairman 

Your directors received with sorrow the news of the 
death on 30th December 1978 of Sir Hector 
McNeil. Sir Hector first joined the Company in 
1931 and was appointed a director in 1950. He 
became managing director in 1958 and served as 
chairman from September 1968 until his retirement 
in December 1971. In recognition of his services 
to the Company he was appointed president for 
the years 1972 and 1973. Sir Hector will be sadly 
missed by his many friends in industry and 
commerce throughout the world and in his native 
New Zealand. 


Acknowledgement to employees 

Finally, | wish to pay tribute to all our managers 
and employees in every part of the Group 
throughout the world. The Group’s success in the 
difficult conditions of 1978 was achieved by their 
skill and personal commitment. On behalf of the 
board and the shareholders | thank them all for 
their efforts and loyal service. 


John King 


Babcock & Wilcox Limited 
Report of the directors 


The directors are extremely pleased that the honour of Knighthood was conferred on the Chairman by 


Her Majesty The Queen in the New Year Honours. This recognised the distinguished leadership which the 


Chairman has given to the Company and the Group’s export achievements. 


The directors submit their report and the audited accounts for the financial year ended 31st December 1978. 





1 Principal activities 





The principal activities of the Group are in engineering and contracting and the manufacture and supply of 
engineering products and equipment to manufacturers and users of capital goods. A broad description of the 
Group’s more important activities is given in the ‘Group profile’ on page 2. Achart showing the proportions of 


turnover by main user industries adpears on page 6. 




















2 Profits and dividends £000 £000 
The consolidated net profit attributable to Babcock & Wilcox 
Limited after charging taxation Is 22,040 
from which has to be deducted: 
dividends on the preference stocks for the year 66 
final dividend for 1977 paid on new ordinary shares issued 
between 12th and 21st April 1978 Sy 
interim ordinary dividend of 2:9312p per share 
paid 23rd October 1978 2,200 
—— 3,068 
18,972 
the directors recommend: 
a final ordinary dividend of 2:9313p per share 3,149 
leaving a balance unappropriated of 152823 
3 Trading results of operating groups 
Group turnover and trading profits for 1978 and 1977 1373 1977 
were as follows: Turnover Trading Turnover Trading 
profit profit 
£000 £000 £000 £000 
Babcock & Wilcox (Operations) Limited 89,408 ipa ec ls VWO2-28 3,405 
Babcock Contractors Limited 146,518 5,164 107,260 (1,497) 
Babcock Construction Equipment Limited 48,235 4,147 41,820 4,438 
Babcock Industrial & Electrical Products Limited 63,370 3,096 54,659 a .o24, 
International Group 201,497 4 O30 V3, 330 3,499 
Babcock International Inc 228,879 20/075 207,265 18,417 
Group miscellaneous income — 625. — — 
TPE LOT, So. 730 317,586 





656,669 











Babcock & Wilcox Limited 
Report of the directors continucd 





4 Geographicai analysis of turnover 
Exports from the United Kingdom during the year amounted to £152,731,000 (1977: £81,718,000) 


A geographical analysis of the Group turnover 1o7e 1977 
by area of destination is as follows: £000 £000 
United Kingdom 237,008 254,860 
North America Tes 148,516 
Europe 106,427 1OT 662 
Africa 102,818 79,985 
Middle East 65,162 16,024 
Australasia 28,962 24,718 
Asia 26,608 12,386 
Other areas 47,551 18,558 

LLP TOP 656,669 





5 Fixed assets 


The movements in fixed assets during the year are shown on page 36. 

The Group’s properties were purchased at various dates over a number of years and some have since been 
revalued. Their aggregate present value is considered by the directors to be in excess of book value at 

31st December 1978. The amount of this excess cannot be ascertained without a complete revaluation, the 
expense of which is considered not to be justified. 





6 Employees 


The average number of persons employed by the Group in the United Kingdom during the year was 21,866. 
The aggregate remuneration payable to these employees for the year was £102,231,000. 








7 Subsidiary companies 
Duiker Projekten BV 


On 9th May 1978 Babcock Contractors Limited acquired an 80 per cent interest in the share capital of Duiker 
Projekten BV of Rijswijk, Holland for a cash consideration of 800,000 Dutch florins, together with an option to 
acquire the minority interest between 1979 and 1981. The business is complementary to that carried on by 
Babcock Product Engineering Limited in the design, supply and installation of industrial burners and combustion 
equipment. 


Wisparsons (Proprietary) Limited 


An agreement was entered into, effective on 1st November 1978. to sell the Group's 51 percent holding in 
Wisparsons (Proprietary) Limited to Metkor Investments Limited for 350,000 rands. Under the agreement 
Parsons Controls Limited will continue to provide technical support for the manufacture of chain and Wisparsons 
will continue as distributors of Kuplex and Trawlex chains in South Africa. 





8 Associated companies 
Ajax International Corporation 


In March 1979 Ajax International Corporation of Santa Barbara, California, which was previously an associated 
company of Ames Crosta Babcock Limited, became a subsidiary of Babcock International Inc. 

The Group's 25 per cent interest in this company was transferred to Babcock International Inc, which then 
entered into an agreement with the independent shareholders under which it purchased a further 53-9 per cent 


of the share capital for a cash consideration of US$864,000, and was granted options to purchase the remaining 
21-1 percent during 1979. 





10 


9 Trade investments 


Butterfield- Harvey Limited 











The Company's holding of 2,861,000 ordinary shares of 25p each in Butterfield-Harvey Limited, which was 


acquired in July 1977 at a cost of £1-3 million, was sold for a cash consideration of £2:3 million on 


10th August 1978 by private placings through the stock market. 
CIF Babcock Fives 


By asale on 12th January 1979 of 450,000 shares from its investment in CIF Babcock Fives, France, the Group 
reduced its interest in the equity of that company from 21 per cent to 4:4 per cent. The proceeds of sale amounted 
to US $12,469,000, which sum is being held on deposit pending investment offshore. A surplus before taxation 
of approximately £6 million over book value was realised, which will be treated as an extraordinary item in 1979. 


ACC-Vickers-Babcock Limited 


Following negotiations in 1978, the Company has recently purchased a further 45,816 shares of 100 rupees 
each in ACC-Vickers-Babcock Limited, India. These shares were acquired from Vickers Limited for a cash 


consideration at par and have the effect of increasing the Company's interest in ACC-Vickers- Babcock 


Limited from 17:4 per cent to 22:19 per cent. This interest would still exceed 20 per cent in the event that 
certain Indian institutions exercised their rights in full to convert loans into equity shares of ACC-Vickers- 


Babcock Limited. In 1979 ACC-Vickers-Babcock Limited will be treated as an associated company. 


10 Directors 


The names of the directors are set out on page 5. The directors retiring by rotation are Mr G. S. Stone and the 


HonJ. Andrew Turner who, being eligible, offer themselves for re-election. 


No contract of material amount in relation to the Company’s business in which any director had an interest 


subsisted at any time during the year. 


The interests of the directors and their families, all of which are beneficial, were as follows: 


31st December 1978 


Ordinary 

shares of 25p 

Sir John King 1,050,000 
T. Carlile 24,200 
L.W. Cole 5,500 
Donald Forrester 2,546,480 
B. J. Knightley 12,000 
D. Parvin 20,000 
G.S. Stone 20,000 
A. J. Taylor 5,000 
The Hon J. Andrew Turner 2,420 


1st January 1978 
Ordinary 
shares of 25p 
1,050,000 
24,200 

5,500 
2,546,480 
12,000 
20,000 
20,000 

5,000 

2420 


In addition Mr L. W. Cole held £300 4% cumulative redeemable preference stock at 31st December 1978 


and at 1st January 1978. 


At 31st December 1978 directors held options to subscribe for ordinary shares as follows : 


at 25p at 66:5p at 7/8:5p 

per share per share per share 

Sir John King L2Opso8 — 50,000 
T. Carlile 12,067 — — 
D. Parvin 20,000 — 40,500 
A. J. Taylor 63,844 — 22,500 
B. J. Knightley — 60,786 ab.000 


On 14th September 1978, Mr D. Parvin exercised options to acquire 59,689 ordinary shares at 25p per share. 


at 80:5p 
per share 


46,500 


There have been no changes in the directors’ interests since 31st December 1978. 
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Babcock & Wilcox Limited 


Report of the directors continued 





11 Share capital 


The terms of the issue of the $35 million 7% convertible guaranteed bonds 1992 by Babcock Nederland BV gave 
bondholders the right on or after 17th April 1978 to convert their bonds into ordinary shares of Babcock & 
Wilcox Limited at a price of 125p per share, applying an exchange rate of US$1:7432 to f1. 

Between 17th Apriland 31st December 1978 bonds to a value of $32,578,000 were converted resulting in the 
issue of 14,950,846 new ordinary shares of Babcock & Wilcox Limited at a premium of £13,178,243. A further 
911,238 ordinary shares have been issued in respect of $1,114,000 bonds converted in the period from 

1st January 1979 until the date of this report. 


In addition, 609,839 ordinary shares were issued for cash in 1978 in respect of options exercised under the 
Company's share option scheme. Of this total 539,982 shares were issued at 25p each and 69,857 shares at 
prices ranging from 64p to 664p each. 


In accordance with the provisions of the Companies Acts 1967 and 1976 the followi ng have notified the 
Company that their holdings are in excess of 5 per cent of the undermentioned classes of preference capital 
carrying unrestricted voting rights : 


6% Cumulative Preference Stock (issued £100,000) ia 
John James Group of Companies Limited 13,500 
London & Manchester Assurance Company Limited 20,000 
The Metropolitan Trust Company Limited 20,000 
5% Cumulative Second Preference Stock (issued £1 83,056) 

The Legal & General Assurance Society Limited 26,625 
London & Manchester Assurance Company Limited 60,500 
Sun Life Assurance Society Limited 10,000 
Wesleyan & General Assurance Society 18,500 


No notification has been received in respect of any holdings in excess of 5 per cent of the issued ordinary 
share capital. 





12 Donations 
Donations made by the Group during the year for charitable purposes In the United Kingdom amounted to 
£22,426 of which £1,756 was given for higher education. 


The following further donations may be considered to have been given for political purposes as defined by 
the Companies Act 1967: 


City and Industrial Liaison Council £6,500 
Economic League £250 





13 Taxation 


The close company provisions of the Income and Corporation Taxes Act 1970 do not apply to the Company. 


For the purpose of capital gains tax, the market values of the Company’s share and loan Capital as at 
6th April 1965, adjusted for subsequent issues, were: 





Ordinary shares 30:29p 
6% cumulative preference stock 84p 
9% Cumulative second preference stock 71p 
4% cumulative redeemable preference stock 55 
44% debenture stock 1980 tre 
6% debenture stock 1980-83 tog 
7% unsecured loan stock 1978—83 £104-5 
14 Auditors 


A resolution to reappoint the auditors, Coopers & Lybrand, will be Proposed at the annual general meeting. 





By order of the board 
E. G. W. Lunn Secretary 
11th April 1979 
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Review of operations 


Babcock & Wilcox (Operations) Limited 


Managing Director: R. H. Campbell 


The company was reconstituted in 1978 and the 
whole of the United Kingdom power plant and 
heavy engineering business of Babcock & Wilcox 
Limited, together with all the related assets and 
liabilities, were transferred to it with effect from the 
beginning of that year. 


Lack of major power station orders in recent years 
made its heaviest impact in 1978. Although the 
quality control problems which caused severe 
losses at Dumbarton in 1977 were resolved, the 
company suffered a substantial fall in profits due 
to low turnover and additional costs incurred as a 
consequence of the financial failure of the 
insulation contractor at the Peterhead power station. 
Turnover was £89°4 million (1977 : £102:3 million) 
and trading profit amounted to £1,191,000 

C177 23,405,000), 


Prospects for the immediate future, however, are 
better. Orders received in 1978, the principal of 
which were two 350 megawatt coal fired boilers for 
Castle Peak, Hong Kong and three 660 megawatt 
coal fired boilers for Drax ‘B’ power station, have 
given the Renfrew factory a satisfactory workload. 
With the low home ordering programme over the 
next few years, the necessity to win export orders for 
central station boilers has been clearly recognised 
and appropriate attention has been given to this 
task, including reinforcement of the company’s 
support to its licensees. In 1978, 38 per cent of the 
output of the Renfrew factory was exported and in 
1979 this figure is predicted to rise to more than 

50 per cent. 


Good progress is being made on current orders. 
Manufacture of the boiler units for the Matla 





power station in South Africa is on schedule. At 
Grain, commissioning of the first unit is proceeding 
and this should be in full operation before the end 
of 1979. Good progress on the remaining four units 
is being maintained. Erection of the first boiler unit 
at Peterhead was substantially completed during 
the year and erection of the second unit is now in 
hand. Boiler manufacture for Hartlepool and 
Heysham is in its final stages and installation within 
the reactor vessels is proceeding in accordance 
with the overall programme for the stations. Design 
and manufacture of the Castle Peak power station, 
Hong Kong, is going well and first shipments of 
material are anticipated within the next few weeks. 
The order for Drax ‘B’ power station was received 
in November and engineering and manufacture are 
proceeding satisfactorily. 


Modernisation schemes for parts of the Renfrew 
works are actively being examined. These would 
enable the company to play an enhanced role in the 
provision of energy equipment for export and for the 
United Kingdom. The demand for United Kingdom 
generating plant is expected to increase considerably 
from the mid 1980's onwards, consequent upon the 
need for replacement of existing plant which was 
installed at the rate of 2000 megawatts a year in the 
1950's and 1960's. The substitution of oil and 
eventually gas will also have its effect, and the 
company is well placed to supply plant for the only 
practicable large scale alternatives — coal and nuclear 
energy. 


The company ts in the process of changing its 
name to Babcock Power Limited to give a better 
indication of the nature of its business. 


Manufacture of a Matla 
steam drum (shipped weight 
258 tonnes) for South Africa. 
This is one of three drums 
supplied to Babcock & 
Wilcox Africa (Pty) 

Limited for the Electricity 
Supply Commission, 

Eastern Transvaal, by Babcock 
& Wilcox (Operations) 
Limited from its Renfrew 
works. 
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Review of operations 
Babcock Contractors Limited 


Managing Director: T. C. Leader 


The company was established early in 1978 to 
group the principal United Kingdom engineering 
contracting companies of Babcock & Wilcox 
Limited. By identifying areas of common expertise 
and Increasing the scale of our contracting it is 
intended to enhance the Babcock contracting 
capability. A business development organisation 
has been set up and Babcock Turnkey Operations 
Limited has been established to take advantage of 
the increasing trend towards turnkey projects in 
world markets. 


Turnover in 1978 at £146 million was one third 
above that of the corresponding companies in 1977: 
trading profits were £5,164,000, a substantial 
improvement on 1977. Results for both years were 
severely affected by Hardstock Limited, the 

building subsidiary, which lost over £8 million during 
the two years and is now running outits existing 
contracts. 


Order intake was £135 million of which over 

£90 million related to overseas markets. The high 
turnover reduced orders in hand during the year, but 
a number of prospects are expected to bring some 
upturn during 1979. 


The water engineering companies enjoyed a 
successful year with substantial increases in 
turnover and profit, over 90 per cent being in 
overseas markets. 


Below: 


Set of ten ‘E’ mills, part of a 
total supply of 30 mills for the 
CEGB powerstation, Didcot, 
designed and supplied by 
Babcock Product Engineering 
Limited. 


: 


Right: 

Gas desulphurisation plant 
and sulphur recovery unit for 
Esso Chimica Vado Ligure, 
Italy, designed and built by 
IGI Milan. 
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Ames Crosta Babcock Limited competed 
successfully in international markets, booking a 
satisfactory level of orders, including a major 
contract for the complete equipment for a sewage 
works in Abu Dhabi. Construction of the turnkey 
water treatment plant at Buwayb for the City of 
Riyadh, Saudi Arabia, is proceeding to the 
programmed completion in mid 1979, only two 

and a half years after commencement. The market 
in the United Kingdom however remains depressed. 


BV Machinefabriek Spaans again produced 
satisfactory results and confirmed its position 

as the leading producer of screw pumps and 
conveyors for the movement of liquids and materials. 


In spite of increased competition, order intake 

in Babcock Product Engineering Limited improved 
and the order book for 1979 is healthy. Turnover, 
of which exports accounted for 80 per cent, was 
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nearly double that of 1977. Earnings showed a 
significant improvement, but a shortage of skilled 
engineers restrains growth. The marketing activities 
of Babcock Product Engineering Limited and Duiker 
Projekten BV, are being integrated to provide a 

total combustion service. 


Babcock Hydro-Pneumatics Limited recorded 
substantial growth in order intake, turnover and 
profit. A £1-4 million ship loading plant for handling 
bulk cement in the USSR was ordered and put into 
operation within the year. The continuing high 

level of orders augurs bright prospects for 1979. 


Babcock Corrosion Control Limited has been 
formed to bring together group activities in corrosion 
and abrasion control. The division handling glass 
reinforced plastic process pipework and vessels 
showed significant growth and took a major order 
for pipework at the ICI chlorine alkaline plant at 
Wilton. 


Order intake by Impianti Gas Internazionali SpA in 
early 1978 was disappointing and turnover and 
profitability were below expectations. However, a 
recent order for a sulphur recovery unit for ADNOC 
in Abu Dhabi has increased the work load for 1979. 


Turnover of Woodall-Duckham Limited in 1978 
was high and trading profit also showed a marked 
improvement over 1977. Work on the Brazilian coke 
oven complex for Acominas and a Romanian glass 
fibre plant made alarge contribution. Orders for a 
glass fibre plant in the USSR and a United Kingdom 
refinery offsite contract for Amoco at Milford Haven 
contributed to a satisfactory order intake, securing 
the turnover for 1979. New work for British 

Nuclear Fuels Limited was maintained at a steady 
level. 


Left: 

Aerial view of ore stockyards, 
blending and flux bunkers at 
the Redcar works of the 
British Steel Corporation. 
Designed and built by 
Babcock-Moxey Limited, 
the system and stockyard 
machines have a capacity 

to stack material at 4,000 
tonnes per hour and reclaim 
at 2,000 tonnes per hour. 


Below: 

The glassfibre reinforced 
pipework designed, 
manufactured and installed 
by Resinform Limited at the 
ICI waste brine treatment 
plant at Runcorn, Cheshire. 





Babcock-Moxey Limited had another successful 
year achieving the largest order intake in its history. 
Over 90 per cent was for export resulting from the 
export drive in 1977. The world demand for 
Babcock-Moxey technology ensures the continued 
growth of the company and Its significant 
contribution to group results. 


In Babcock-Moxey (Australia) Pty Limited, the 
contracting division suffered from low activity Ina 
narrow over-supplied buyers’ market, but the 
engineering products division, formed to provide a 
steady workload and to mitigate the trade cycle 
extremes, developed satisfactorily. 


Blaw Knox Transmission Lines Limited performed 
satisfactorily and consolidated its position as a 
contractor for overhead electricity transmission lines 
overseas. 
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Jenkins of Retford Limited completed the Prince of Babcock Electrical Projects Limited. Utilising 

Wales colliery coal processing plant for the NCB existing group technology, this company has 

ahead of schedule, but otherwise had an excellent business prospects in electrical contracting. 
unsatisfactory year and recorded a loss. The order 
book for mineral plants ended the year at a low level, 
but was partly redeemed by record orders for unit 


Babcock Turnkey Operations Limited was formed 
to specialise in major multi-discipline engineering 
contracts, assuming total responsibility and 


handling equipment. utilising where appropriate the skills and expertise of 
The electrical projects unit of Babcock Industrial & the many specialist companies in the Babcock Group. 
Electrical Products Limited and Babcock-Moxey’s With this capability the group will be able to enter a 
electrical division were amalgamated to form new and substantial sphere of business opportunity. 


The Scunthorpe coke oven 
complex of British Steel 
Corporation, designed and 
built by Woodall-Duckham 
Limited comprising a coal 
handling plant, coal pre- 
heating, three batteries of 
coke ovens and associated 
by-product plant, coke 
handling and coke 
distribution to the existing 
blast furnaces, with a total 
throughput of 1:5 million 
tonnes of coal per year. 


Four raw coal screens, 
handling 500 tonnes of coal 
an hour, part of the coal 
washery plant at the Prince 
of Wales colliery, North 
Yorkshire, designed and 
built by Jenkins of Retford 
Limited. 





Review of operations 


Babcock Construction Equipment Limited 


Managing Director: E. Goodwin 


The company, together with the subsidiaries 
transferred to it with effect from 1st January 1978, 
embrace in a single corporate group the businesses 
which previously formed the Construction 
Equipment group of Babcock & Wilcox Limited. 
Simultaneously with this reorganisation, the 
opportunity was taken to rationalise the structure of 
the group and two major manufacturing units were 
formed by combining Blaw Knox with Muir-Hill, 
and Winget with Slater & England and Babcock 
Kina. In addition, the plant companies were brought 
under asingle management. 


Taking into account the difficult market conditions, 
the outcome for 1978 was satisfactory. Turnover 
increased by 15 per cent to £48-2 million. 
However, greatly increased competition both at 
home and abroad exerted pressure on profit 
margins and trading profit amounted to £4,147,000. 
The home market was a little better than expected, 
but the political and economic problems in 
southern Africa, Nigeria and latterly Iran, had an 
adverse effect on our performance. 


Over recent years a sustained effort has been made 
to increase our market strength abroad. This 
culminated in 1978 with our agreement to purchase 
the whole of the share capital of Allatt Limited, a 
Canadian construction equipment company. 


Below: 

Winget rough terrain fork lifts 
have four-wheel drive and 
articulated chassis steering 
and are capable of lifting 
1600 or 2200 kilogrammes to 
a height of 5:5 metres 
depending upon the model. 


Below right: 

This Winget reversing drum 
concrete mixer has a mixed 
batch capacity of 400 litres. 


Completion of this purchase, however, |s still 
awaiting the approval of the Canadian Foreign 
Investment Review Agency. This company, which 
manufactures small pavers and a small grader, has 
significant outlets in North America and will 
provide the opportunity to increase our product 
range as well as open up this market to other 
products of the group. 


Below: 

Winget dumpers are well 
known throughout the world 
and are available with 
payloads of from 760 to 3500 
kilogrammes. There are two- 
and four-wheel drive models 
available with forward 
tipping, high discharge and 
turntable skips. 
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| 
| 
| 


Winget Limited 


Whilst home market requirements increased for the 
principal products, particularly dumpers, export 
performance was severely affected by the 
introduction of stringent economic measures in a 
number of key territories. Additionally, demand in 
the Middle East continued to be depressed. 
Nevertheless, overall profitability was again 
improved, primarily due to the enhanced 
performance of the dumper range now being 
produced at both the Gloucester (Slater & England) 
and Rochester sites. 


The Winget foundry was closed on economic 
grounds and the fabrication facilities at Rochester 
were reorganised in line with the planned 
improvement of resources. 


Babcock Kina, specialising in high pressure jetting 
equipment, made progress towards profitability in 
the face of strong market competition. 


Winget concrete pumps are 
capable of pumping up to 
75 metres vertically or 
200 metres horizontally, 
dependent upon materials 
and speed of pumping. 
Models are available with 
outputs of 35 or 55 cubic 
metres per hour and in 
vehicle mounted or trailer 
form. 


Ss La 
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Blaw Knox Limited 


Blaw Knox achieved a 6 per cent increase in export 
volume. The company overcame a decline in some 
of the established export markets for its paver 
products by achieving sales in new and distant 
overseas territories. Meanwhile, the United 
Kingdom market was healthier than anticipated at 
the beginning of 1978. 


Sweeper sales were hit by restricted municipal 
spending both in Europe and the United Kingdom, 
but still maintained a profitable contribution. 


Muir-Hill suffered from a world decline in demand 
for tractors, although its products continued to be 
well accepted in the United Kingdom and a new 
model was launched at the Smithfield Show in 
December. The prospects for loaders for both 
military and commercial applications are 
satisfactory. 





A Blaw Knox RM1600 
sweeper in operation 

at the Seaspeed hovercraft 
terminal at Dover. 





A Blaw Knox BK 90 paver operated A Muir-Hill 111 tractor with a 
by Crouch and Leach C131 Hercules of RAF Air 
re-surfacing one of the piers of Support Command. 

Dover Docks and Harbour Board. 





A new product, the Muir-Hill “Earthmill’ is at new machine sales was stronger than ever, but 
present being launched on to the market after four the hire fleets benefited from contractors’ reluctance 
years of development work by our engineers. The to purchase new plant, and hire fleet utilisation was 
machine is a 400 horse power rotary drum maintained at a high level. 

excavator, capable of digging and moving earth at The total turnover of the five home based plant 

a maximum rate of 1250 cubic yards an hour. The companies increased from £7:1 million to 

Earthmill has performed extremely well in trials £9 million, giving a much improved profit 

under a variety of conditions and promises to be a performance. 

valuable addition to the group’s range of 

equipment. B. K. Wilcox SA 

The integration of Blaw Knox and Muir-Hill under a The depressed domestic market in France inhibited 
single management, together with the benefits of growth, but the share of the market for Blaw Knox 
scale to be derived from the combination of their pavers was maintained. Increased effort on other 
manufacturing and support services, should group products has led to initial sales in the 

begin to have positive results from 1979 onwards. agricultural sector for Muir-Hill. 


ot aatat= 


PD Further concentration is being applied to the 
ree Ora aie French-speaking countries in Africa and this 

The plant companies experienced a difficult year, company is now marketing the full product range 
but produced satisfactory results. Competition for of the group in that area. 


The Muir-Hill Earthmill— 
tomorrow's earthmover. 
Four hundred horse power 
and four-wheel drive. 

Fully hydrostatic with a rated 
capacity of 1,250 banked 
cubic yards per hour, now 
launched for earthmoving, 
materials extraction, and bulk 
handling applications. 
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Review of operations 


Babcock Industrial & Electrical Products Limited 


Managing Director: E. A. Madenski 


The company heads a group essentially comprising 
the former Electrical Engineering group and the 
manufacturing companies which were previously 
part of the General Engineering group of Babcock & 
Wilcox Limited. These companies have been formed 
into an Electrical Products division and an Industrial 
Products division. 


The first year of operation was transitional in many 
respects and one In which industrial problems 
disrupted performance at several units. Nevertheless 
the group achieved an encouraging degree of 
success. Comparing the performance of the group 
in 1978 with the combined results of the 
constituent companies in the preceding year, 
turnover increased 16 per cent to £63:4 million 
(1977: £54-7 million) and trading profits were 

11 percent higher at £3,696,000 (1977:£3, 324,000). 
The group entered 1979 with orders on hand to a 
value of £50 million, which represents an increase 
of more than £13 million over the level at the start 
of 1978. 


Industrial Products division 


Huwood Limited suffered a significant fall in profit 
due to a five week strike in the third quarter of the 
year. Industrial relations have since improved and 
this, together with a good order book and new 
products, should enable the company to maintain its 
position as a leading supplier of mining machinery. 
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Babcock Wire Equipment Limited had a profitable 
year despite a shortfall in the anticipated level of 
turnover. A generally depressed market reflected in 
a relatively low order book at the year end. Action 
is being taken to strengthen the company to enable 
it to weather the current uncertainties of the 
market in which It operates. 


The Gloucester Foundry Limited returned to profit 
in the first half of the year, but suffered later when 
disruptions at plants of customers in the motor car 
industry affected deliveries. Nevertheless, the 
company produced a trading profit for the year 
after a substantial loss in 1977. Capital expenditure 
continued: at a high level to achieve efficiencies 

in production and to meet environmental 
requirements. 


Gloucester Railway Carriage & Wagon Company 
Limited again succeeded in improving turnover, 
profit and orders in hand. With its range of high 
performance bogies and suspension units the 
company Is well placed to serve the United 
Kingdom market and to take advantage of the 
revival in railway investment in the developing 
countries. 


Gardners of Gloucester Limited and Tourell 
Gardners Limited both recorded improved results 
despite difficult market conditions. The activities 
of these companies were merged on 1st January 
1979 into a single business trading as Babcock 
Gardner Limited. 


Left: 

Patent rubber-spring 

bogies, part of an order for Below: 

Tanzanian Railways, being Highspeed cold box core- 
assembled by Gloucester making machines installed as 
Railway Carriage & Wagon _ part ofthe newcore shop in 
Company Limited at its The Gloucester Foundry 
Gloucester works. Limited. 
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Electrical Products division 


Babcock Controls Limited and Bristol Automation 
Limited made significant advances in all areas of 
their activities, improving output, profitability and 
return on funds employed. Order intake in both 
companies exceeded expectations in the depressed 
market conditions. A significant level of export 
orders was achieved for both power generation 
control systems and products. Progress was 
maintained with sales of microprocessor-based 
products into the paper and other process 
industries. Several new products were launched 
during the course of the year, including a strain 
gauge type transmitter. 


Woden Transformer Company Limited had a 
successful year although competition was intense 


in all product ranges. However, gains in productivity 


from a works reorganisation and the acquisition of 
higher performance plant resulted in satisfactory 
margins. Business in overseas markets, particularly 
the Middle East, increased substantially, as a result 
of which the company was privileged to receive 
The Queen's Award to Industry for export 
achievement. 


Dynamo & Electrical Services Limited became 
profitable again in 1978 despite difficult conditions 
in the small transformer market. The development 
of electronic ignition systems for internal 
combustion engines was further advanced and a 


range of retrofit kits for motorcycles was introduced. 


Below: Right: 
Part of a consignment of 
1000 KVA distribution 
transformers,manufactured by 
Woden Transformer Company 
Limited, for the Middle East. 


DC circuit breaker, 
manufactured by Whipp & 
Bourne (1975) Limited, for 
British Rail. 


Hh 
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750V type MM74 high-speed 


Whipp & Bourne (1975) Limited suffered a labour 
dispute over annual pay awards which had a 
Significant adverse effect on profits. A vigorous 
sales effort both at home and overseas produced a 
much improved order intake. To compensate for 
low demand in the United Kingdom the company 
in recent years has concentrated with some 
Success On penetrating new markets abroad and, 
as a result, direct and indirect exports now 
account for 55 per cent of its business. 


The prospects for 1979 are good, but it is essential 
that the company maintains a high performance to 
retain its position in highly competitive overseas 
markets. 
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Review of operations 
International Group 


Managing Director: G. F. James 


The constitution and management structure of the 
group were not affected by the organisational 
changes in Babcock & Wilcox Limited during 

Heo WaoR 


The group’s operations in 1978 achieved results far 
exceeding the record of any previous year. The 
South African and Mexican companies performed 
significantly better than in the past, but these 
benefits were partly dissipated by serious losses in 
two subsidiaries of Claudius Peters AG and in some 
divisions of Babcock & Wilcox Australia Limited. 


On a total turnover of £201-5 million (1977: 
£143-4 million) the group earned a trading profit 
of £4,835,000 (1977: £3,499,000). Extended 
trading periods in certain subsidiaries to align 
accounting dates to 31st December increased 
turnover by £15-1 million (1977: £12-9 million), 
but had no material effect on trading profits either 
in 1977 or 1978. 


Babcock & Wilcox of Africa (Pty) Limited 


Although the South African economy remained 
depressed, the African group accelerated the 
growth In profitability achieved in the previous two 
years. Profits were substantially higher than in 
1977, the contracting business being the major 
contributor where the boiler contract for Matla 
power station continued to make good progress. 


In the product businesses, Babcock Engineering 
Supplies (Pty) Limited (formerly Vincent & Pullar 
(Pty) Limited) had an unsatisfactory year, which has 
caused changes to be made in its management and 


Matla power station boiler houses 
1,2 and 3 under construction in 
South Africa for the Electricity 
Supply Commission. The Babcock & 
Wilcox of Africa (Operations) (Pty) 
Limited contract includes the supply 
and erection of the six 600 megawatt 
coal fired boilers for this station. 


method of operation. A reorganisation in Triplejay 
Equipment (Pty) Limited and rationalisation of the 
product range resulted in the achievement of 
planned profits despite adverse market conditions. 


Conditions of employment in South Africa 


In May 1978, the Government published in a White 
Paper (Cmnd 7233), ‘A Codse:of Conduct for 
Companies with Interests in South Africa’, which 
reflected the ‘Code of Conduct’ agreed in 
September 1977 by the governments of the nine 
members of the EEC. The White Paper called for 
reporting on an annual basis, in accordance with a 
recommended format, of the relevant facts as at 
30th June annually. 


The Company lodged with the Department of 
Trade a report setting out the position with regard 
to its South African interests as at 30th June 1978, 
a copy of which Is available upon request from the 
Company Secretary at Cleveland House. 


The report indicates that Babcock & Wilcox Group 
companies in South Africa, including Wisparsons 
(Proprietary) Limited (which is no longer part of 
the Group), employed 1,324 Africans as at 

30th June 1978, of whom 406 were in the lowest 
paid grades. 


The earnings of all of these were in excess of the 
lower datum level, whilst only eleven had earnings 
below the higher datum level. Revised wages 
scales for the industry were implemented on 

1st July 1978 in respect of all hourly-paid workers, 
but were not taken into account in the above 
report. 


Babcock Australia Holdings Limited 


Following a number of years of improving 
profitability, the Australian group suffered a setback 
in most of its activities in 1978. The slight 





improvement in the economy in 1977 was not 
sustained and this adversely affected order intake 
in the company’s traditional boiler, engineering and 
contracting business and aloss was incurred. Action 
has already been taken to reduce the size of this 
activity to bring it into line with market prospects. In 
the mechanical construction operations, losses were 
incurred on major contracts where industrial 

trouble was experienced. 


The principal loss maker, however, was the recently 
acquired C & | portable building division. Corrective 
action has been taken to eliminate these losses. 

The Trevor division had another satisfactory year 

and increased Its capacity in roller-shutter door 
production. 


The New Zealand companies continued to operate 
satisfactorily, given the current conditions of low 
demand in that country’s markets. 


S.A. Babcock Belgium NV 


As predicted in last year’s review, this company 
was unable to sustain the level of profitability 
achieved in 1977 as workload declined. Although 
a small loss was incurred, some success was 
achieved in obtaining non-boiler related business. 
The results in 1979 will largely depend on the 
timing of a number of projects awaiting 
adjudication. 


Claudius Peters AG 


The group’s two major contracts in Nigeria and 
Kuwait proceeded to programme. In spite of a 
record turnover and a satisfactory performance in 
its traditional business, the group failed to earn a 
profit in 1978, due to major losses sustained in 
Interschalt and Kroll. Action has been taken to avoid 
a recurrence of such losses. 


Kroll’s contracting activity has been rationalised 
and in future will be carried out by the process 
contracting arm of Claudius Peters. Its tank car 
business has a satisfactory workload, including 
sizeable orders from the Bundeswehr. During 1978 
development work was carried out on new tanker 
designs which should enable the company to hold 
its position in the tank car market. 


Interschalt faced increasing competition during the 
year in both its generator and panel businesses. 
These trading difficulties were compounded by a 
substantial bad debt from the failure of a German 
shipyard. Areorganisation has been effected, which 
included placing the management control of 
Interschalt under the managing director of Babcock 
Industrial & Electrical Products Limited on 

1st January 1979. 


Babcock & Wilcox de Mexico SA de CV and 
its associates 


The Mexican group had a much better workload 
during 1978 and the current backlog of orders will 
ensure a good base load for 1979. With the return 
to more stable economic conditions in Mexico, 
profits showed a distinct improvement over previous 
years and prospects for 1979 are encouraging. 


One of the two municipal 
refuse incinerators currently 
under construction for the 
Lagos State Government, 
Nigeria, by Claudius Peters 
Verfahrenstechnische 
Anlagen GmbH. 
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Associated company 


Babcock-Hitachi KK had a satisfactory year, but 
was unable to match the excellent results achieved 
in 1977. The dividend was maintained at 15 per 
cent, which tn future will be paid on a higher share 
capital following a recent bonus issue. The present 
backlog of orders in the company should ensure an 
adequate workload for 1979 and there are good 
prospects for future business. 


Trade investments 


CIF Babcock Fives reported marginally increased 
profits for 1977 on which the dividend received in 
1978 was increased to a rate of FF8:00 per share 
from FF6-90 per share. In January 1979 advantage 
was taken of the exceptionally favourable 








One of two 200 megawatt oil 
and natural gas fired boilers 
built for the Electricity Trust of 
South Australia’s Torrens 
Island Power Station in 
Adelaide by Babcock & 
Wilcox Australia Limited. The 
company has acontract fora 
further two 200 megawatt 
boilers at this station but of a 
different design to comply 
with stringent NOX pollution 
control requirements. 


conditions in the French stock market to reduce 
the Group’s shareholding from 21 per cent to 
4-4 per cent. 


ACC-Vickers-Babcock Limited again reported an 
Increase in profits and increased its dividend 
payment. The current order book provides a load 
for both of its works in the next two years. Further 
orders for power plant boilers are in prospect and 
the planned expansion of the cement industry in 
India is also likely to be a source of substantial 
orders from the Associated Cement Company and 
other manufacturers. Our interest in the equity of 
the company has been increased from 17:4 per cent 
to 22-19 per cent, which will enable us again to treat 
ACC-Vickers-Babcock Limited as an associated 
company. 


Two 200 tonnes per hour 
bi-drum boilers built for the 
new Tula oil refinery of 
Petroleos Mexicanos near 
Mexico City by the boiler 
division of Babcock & Wilcox 
de Mexico SA de CV. 
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Review of operations 
Babcock International Inc 


President: D. Parvin 


Operating as the corporate headquarters for the 
Group’s activities in North America, Babcock 
International Inc continued in 1978 the search for 
further major acquisition opportunities on the 
North American continent, while encouraging 
subsidiary company managements to follow their 
own tactical acquisition programmes in support of 
internal growth and development. A significant 
level of capital expenditure by subsidiary 
companies was approved to finance expansion, 
productivity improvement and cost reduction 
programmes. 


Consolidated turnover amounted to £228:-9 million, 
upon which a trading profit of £20°1 million was 
achieved. 


Acco Industries Inc 
(formerly American Chain & Cable Company, Inc) 


President: J. H. Maloney 


A new corporate name has been adopted to reflect 
the company’s involvement in wider areas of 
industrial activity than the old name implied. It also 
formally recognises the long standing market 
identification of the company with the Acco name. 


In 1978 Acco maintained the more balanced 
performance between its domestic United States and 
foreign operations achieved in the previous year, 
and recorded a further improvement in profitability in 
North America. Notable advances were made by 
the North American Chain group and the Process 
Control group. 


Acco entered 1979 with the strongest order book In 
its history, and with an improved management 
team. 





Material handling 


Acco’s combined North American material 
handling businesses set a record for new orders in 
1978, showing substantial increases over 1977. 

A major contract was received from Deere & 
Company for a new agricultural equipment plant. 
Bookings also included large contracts with airframe 
manufacturers. 


The Hoist & Crane division opened anew 
manufacturing facility in Saltville, Virginia, to 
produce hand-operated hoists and other hoist 
products. 


Integrated Handling Systems division acquired the 
Rack Entry Module (REM) product line for high- 

density storage from Alvey Incorporated, and has 

begun to manufacture and market this system. 


A four week strike which affected production and 
profits in the Chain Conveyor division was settled in 
the last quarter of 1978. 


At the end of the year, the company sold its 
investment in Accomat Transportadores Industrials 
Limitada of SdAo Paulo, Brazil, to the local 
management, and appointed the successor 
company as a licensee for certain Acco products. 


FATA SpA also experienced an exceptionally strong 
order intake in 1978, the feature of which was an 
$80 million contract for material handling equipment 
for two tyre manufacturing plants in the USSR. 
Other notable orders in 1978 included several 
important contracts with British Leyland, as well 

as the signing of a co-operative agreement with 
Romania. 


FATA‘s subsidiary, Nuova Agudio SpA, continued 
to expand its activities worldwide. In the United 
States it was awarded a ski lift installation at 

Cannon Mountain, New Hampshire, and is 
negotiating further major contracts in that country. 
Other orders in 1978 included a cable car system in 
Formosa. Meanwhile, work continues on the major 
material handling cableway for a cement plant in 
Brazil. 


Chain products 


The North American Chain group achieved record 
results in 1978 in both sales and profits. Severe 
winter weather in many parts of North America 
generated a strong demand for tyre chains. 

Early in 1979 bad weather conditions again placed 
heavy demands upon our capacity for these 
products. 


Left: 

A part of the skid conveyor 
line on the final paint shop 
floor of the British Leyland 
factory at Castle Bromwich. 
This system was completely 
designed, manufactured and 
installed by FATA Limited, in 
co-operation with FATA SpA 
Turin, during 1978. 
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Dominion Chain Company of Canada added a 
finished goods warehouse to its main facility at 
Stratford, Ontario, making additional space 
available for manufacturing. 


Installation of electric induction heating furnaces 
at Welland Forge division was completed in 1978. 
This, along with improved work practices, reduced 
Welland’s costs and contributed to both profit 
margins and product quality. 


Parsons Chain Company performed well, 
maintaining profits at a high rate under more difficult 
market conditions in the United Kingdom. 
Significant orders for longwall mining chain 
received from United Kingdom manufacturers of 
mining equipment for delivery to Chinain 1979 and 
beyond have considerably improved the prospective 
work load in the plant. 


During 1978 a new finished goods depot was 
established at Gosselies, Belgium to strengthen the 
service to that market, and at Stourport 
construction is well advanced on a warehouse to 
support United Kingdom and European sales of 
chain for general industrial purposes. 


Parsons’ investment in Wisparsons (Proprietary) 
Limited, South Africa, was sold to the group 

holding the minority interest. Wisparsons will 
continue to receive technical support for the 
manufacture of chain under licence from Parsons and 
to act as distributors of Kuplex and Trawlex chains 

in South Africa. 





Wire products 


Results in the Cable Controls group in 1978 were 
mixed. Difficult competitive situations in the USA 
contrasted with gains in market volume and profit 
in Germany, France, Spain, Mexico and Brazil. 
Dominion of Canada continued to serve all North 
American automotive manufacturers through the 
open border policy applicable to this industry, and 
broadened its line of cable controls offered to 
automotive customers. 


The Page Welding division at Bowling Green, 
Kentucky, brought on stream anew generation of 
machinery for the production of MIG welding wire. 
Commitments have been entered into for the next 
phase of the expansion programme, based upon the 
success of the first installation. 


Industrial products 


The Allison-Campbell division enjoyed record sales 
and profits in 1978. The hot-pressed wheel line 
previously manufactured at the plant in Bristol, 
Pennsylvania, which was closed in August 1977, 


A Louden monorail system, 
manufactured by Acco for the 
Detroit plant of Massey- 
Ferguson, positions a farm 


tractor cab over an assembly line. 
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was incorporated into the Shelton, Connecticut, 
facility in 1978. 


Wilson Instrument division also achieved record 
sales and profit levels for the year. In addition to 
strong sales of Rockwell hardness testers, 

highlights in 1978 included shipments of major 


A Wilson automatic testing 
system, developed by Acco’s 
Wilson Instrument division 

for the Ford Motor Company, 
determines the Rockwell 
hardness of truck engine blocks. 











on-line hardness testing systems, introduction of 
direct reading Brinell hardness testing systems, 

and installation of acomputer controlled machining 
centre at its manufacturing facilities. 


In Europe, the list of prestigious customers using 
FATA’‘s gravity aluminium casting machinery and 
moulds continued to expand. Early in 1978, FATA 
acquired SAMMA SpA which has outstanding 
technical skills in the manufacture of gravity 
moulds and high pressure dies for the aluminium 
casting industry. This business continues to show 
exceptional promise in all industrialised countries, 
as energy conservation pressures make lighter 
weight vehicles more attractive. 


Left: 

Kuplex high tensile 
chain slings offer the 
largest range of fittings 
to meet customers’ 
requirements. Our 
chain plants in 
England, USA and 
Canada combine to 
sell this market leader 
worldwide. 


caer eae 
ai Below: 
This Mansaver grab, 
the largest in Canada, 
was built by Acco’s 
Canadian Material 
Handling division for 
the Steel Company of 
Canada Limited. 








Process control 


The improvement in sales and profits begun in 
1977 continued at an accelerated pace in 1978. 
Bristol division’s Signature electronic transmitter, 
introduced in the previous year, gained full market 
acceptance and the Helicoid Gauge division 
successfully introduced a new line of gauges for 
the chemical, petrochemical, and refining industries. 


Bristol Babcock Instrumentos do Brasil, SA 
recorded the highest sales and profits in its history 
during 1978. 


Close co-operation between Acco’s process 
control businesses and the member companies of 
Babcock Industrial & Electrical Products Limited in 
engineering, marketing and manufacturing is now 
producing measurable advantages to both groups. 


Huwood-Irwin Co 


The year 1978 was one of further disappointment, 
with the company’s performance totally over- 
shadowed by the effects of industrial unrest In the 
United States’ coalmining and related industries. 
During the United Mineworkers’ Union strike, of 
more than three months’ duration, the placing of 
equipment orders by coal mine operators was 
virtually at a standstill. 


These difficulties reduced the company’s business 
volume in 1978 to little more than half the 
projected level. Despite improved sales and a strong 
order intake late in the year, partly featuring new 
designs, it was not possible to recover fully and a 
small loss resulted. However, the opening 1979 
order book was at the highest level since 1976 and 
order activity in the first months of 1979 has 
remained encouraging. A return to profitability In 
the current year is confidently anticipated. 


Babcock Contractors Inc 


In its first tull year of ownership by Babcock 
International Inc, this company recorded a modest 
trading profit. This was achieved despite a very low 
level of activity principally due to continued delays 
in federal and state government sponsored energy 


projects. 


During the year the company received its first 
atmospheric fluidised bed combustion contract 
from the State of Ohio. It is believed that this 
technology, in which Babcock Contractors Limited Is 
a world leader, could play an important part in 

the increased use of hitherto uneconomic Eastern 
United States coals as part of the federal 
government's energy programme. 
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Babcock & Wilcox Limited 
Analysis of ordinary shareholdings 





1978 VO 7 1978 1977 
Number % Number % Holdings % Holdings % 
Individuals 14,523 90+1 14,324 v273 35,577,108 33:2 34,403,978 Sted. 


Banks and nominee 


holdings 802 oe. 536 35 34,665,985 32:4 26,987,916 28-9 

Insurance companies 221 133 187 2 16,330,248 15-3 74,792,347 15:5 

Companies 216 ee 208 3 1,686,034 6. . Le SOore 230) 

Investment trusts 72 lied 132 0-9 sie ose) O16) PS VGSoas2hZ vas 
Pension funds og 0:6 65 0-4 6.718105 O'S D426. ire og 

3/625;072 34 -2-806;691 20) 








| Charities 99 06 634 


16,125... 100-0 15,515: 1000 


| 























Financial calendar 1979 


March 30 
April 11 

May 25 

May 29 

June 29 

July 2 
September 12 
September 28 


October 15 


October 22 
December 31 


January 2 1980 


Payment of half-yearly debenture interest 

Announcement of results for 1978 and final ordinary dividend 

Annual general meeting 

Payment of final ordinary dividend 

Payment of half-yearly 7% unsecured loan stock interest 

Payment of half-yearly preference dividends 

Announcement of interim results for 1979 and interim ordinary dividend 
Payment of half-yearly debenture interest 


Payment of annual interest on 7% convertible guaranteed bonds 1992 
of Babcock Nederland BV 


Payment of interim ordinary dividend 
Payment of half-yearly 7% unsecured loan stock interest 


Payment of half-yearly preference dividends 
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106,934,752 100-0 917374,06G7~ 100-6 


Babcock & Wilcox Limited and subsidiary companies 


Accounting policies 


Basis of consolidation 


The Group accounts comprise a consolidation of 
the accounts of the Company and its subsidiaries 
at 31st December 1978. The principal subsidiaries 
are listed on pages 46 to 52. The profits and losses 
of subsidiaries acquired during the year are 
consolidated from their respective dates of 
acquisition. 

Certain United Kingdom and overseas subsidiaries 
previously made up their accounts annually to 

30th September or 31st October. These subsidiaries 
changed their accounting dates to 31st December 
im fas. 


Itis the policy to treat the difference between the 
net assets at date of acquisition and cost of shares 
in subsidiaries either as goodwill or acquisition 
reserve in the consolidated balance sheet as 
appropriate. 


Foreign currencies 


Foreign currency values in the profit and loss 
accounts and balance sheets of overseas subsidiary 
companies are converted into sterling at the rates of 
exchange ruling at the Group’s accounting date. 


Exchange gains and losses are dealt with as a 
separate item in the profit and loss account, except 
that exchange gains arising on the conversion of 
overseas fixed assets in excess of exchange losses 
on related overseas borrowings net of cash 
balances in the relevant subsidiary, are credited 
directly to reserves. 


Turnover 


Turnover, which excludes sales between Group 
companies, comprises: 

a) Contract work — the sales value of work done 
and services rendered, calculated by reference to 
the total sales value of each contract. 

b) Sales (other than contract sales) of goods and 
services — at invoiced value. 


c) Fees for technical aid and other services rendered. 


Contract results 


A major part of the activity of the Group comprises 
long term contracts, many of which by their nature 
involve advanced engineering techniques. Such 
contracts are subject to regular detailed financial 
and technical reviews to determine the estimated 
costs to completion, including provisions for 
contingencies. A proportion of profits earned on 
contracts is credited in the accounts as work 
progresses ; any excess costs expected to arise in 
the completion of each contract are taken into 
account in assessing accrued profit. 


Research and development 
Expenditure is charged against profits as incurred. 





Investment income 


Income is included on the basis of dividends 
receivable during the year. 


Taxation 


The charge for United Kingdom taxation 
represents the liability which it is estimated will 
materialise as a payment of corporation tax on the 
profits of the year or as advance corporation tax 
on dividends declared for the year. Overseas 
taxation is based on profits of overseas 
subsidiaries and on other overseas income. 
Provisions for deferred taxation are only made in 
respect of timing differences in the assessment or 
allowance of income and expenditure insofar as 
a net liability for payment will actually arise in 
the foreseeable future. 


Fixed assets 


Freehold and leasehold properties, plant, machinery 
and equipment are stated at cost or at valuations 
made at the dates of acquisition of the subsidiary 
companies by which they were owned, less 
depreciation written off. The term ‘cost’ in this 
context represents original cost when first 
purchased by a Group company, less, where 
appropriate, the amount of United Kingdom 
investment and regional development grants 
received or receivable. 


Depreciation is charged on cost or valuation on a 
straight line basis at rates appropriate to the 
expected useful lives of the assets concerned. In the 
case of fixed assets acquired for specific contracts 
depreciation is charged direct to the contract. 


The principal rates of depreciation used are: 
Freehold land Not depreciated 
Freehold buildings 2% 

Leasehold properties —long 2% 

Leasehold properties — short Over period of lease 
Plant and machinery 


— heavy production 62% 
— other 10% 
Motor vehicles 20% 


Office equipment and furniture 10% 


Stocks and work in progress 


Stocks are valued at the lower of cost and net 
realisable value. Cost is calculated on a first in, first 
out (FIFO) basis. 


Work in progress is valued at cost, plus a 
proportion of profits earned on contracts, less any 
provisions necessary to reduce to net realisable 
value. Cost consists of direct materials, direct labour 
and works overheads, including depreciation, but 
excludes cost of central administration. Receipts on 
account of contracts are deducted from work in 
progress or included in creditors as appropriate. 
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Babcock & Wilcox Limited and subsidiary companies 
Consolidated profit and loss account 


for the financial year ended 31st December 1978 































































































Note 1978 O77 
£000 £000 
Turnover 2 TIL O7 656,669 
Trading profit 2 So.7o6 31,586 
Investment and other income 3 1,893 2,900 
_ 41,626 34,566 
Interest payable (net) 4 b,052 5 die 
36,574 28,647 
Share of net profits of associated companies 5 2,981 3,628 
{ 
Profit before taxation 39,555 32200 
Taxation 6 14,774 11,476 
Profit after taxation 24,781 20,7799 
Profit attributable to minority interests 144 To 
Profit attributable to Babcock & Wilcox Limited 
before exchange losses 24637 20,608 
Exchange losses 2,597 4,675 
Profit attributable to Babcock & Wilcox Limited 22,040 15,968 
Preference dividends 
6% cumulative redeemable preference stock 4 4 
9% cumulative second preference stock 6 6 
4% cumulative preference stock 56 56 
a 66 — 66 
| Profit attributable to ordinary shareholders 2074 Te867 
| 
| Ordinary dividends 7 C151 4,790 
Profit for the year retained 
| Group 14,792 - 9,745 
Associated companies : 1,031 PC 
—_—_ 15,823 —_— 11,077 
Earnings per ordinary share 8 25-3p 22:5p 
Statement of retained earnings 
Opening balance 109,983 98,906 
Profit for the year retained as above 15,823 11,077 
Balance included in reserves 125,806 109,983 








The accounting policies are set out on page 29 
The notes to the accounts are set out on pages 33-42 
The auditors’ report is set out on page 42 


| eee 
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Babcock & Wilcox Limited and subsidiary companies 
Consolidated balance sheet 


at 31st December 1978 











Net assets 
Fixed assets 


Investments 


Current assets 

Stocks and work in progress 
Debtors 

Bills receivable 

Short term deposits 

Bank and cash balances 


Less 

Current liabilities and provisions 
Bank overdrafts 

Creditors, provisions and accrued liabilities 
Corporation tax 

Proposed final ordinary dividend 


Net current assets 


Total net assets 


Capital employed 


Issued capital of Babcock & Wilcox Limited 


Preference stock 

Ordinary shares 

Reserves 

Total capital and reserves 
Loans 

Minority interests 


Deferred taxation 


Total capital employed 


John King 
Directors 
T. Carlile 


The accounting policies are set out on page 29 


The notes to the accounts are set out on pages 33-42 


The auditors’ report is set out on page 42 





























Note 176 1977 
£000 £000 
10 91,096 84,875 
ee 123035 11376 
TOS fo 96,351 
13 158,836 io Laneteys 
182,489 163,368 
2420 i | 
4,804 Ts) Ox 
20,468 16,361 
SO9;o22 326,344 
33,428 13,237 
225,746 205,478 
5,980 4,670 
3,149 2,643 
208,303 231,078 
TOROS 95,266 
204,750 TOZ ae 
14 
2,209 2,283 
26,734 22,844 
29, OV Zolee 
15 140,769 127363 
169,786 137,490 
16 28.037 50,149 
TAV4 1,359 
a Sha Be roma a 
204,750 12 7 
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Babcock & Wilcox Limited 


Balance sheet 
at 31st December 1978 



























































Note 1978 1977 
£000 £000 
(Note 1) 
Net assets 
: Fixed assets * ae ae 
Subsidiary companies 11 131,646 43,271 
Investments Ip 2,001 3,766 
135,699 60,946 
| Pee dee 
| Current assets 
Stocks and work in progress 183 272 47,161 
| Debtors 1,082 47,615 
Bills receivable ae 962 
Short term deposits asi oy LON 
Bank and cash balances 4,462 303 
5,316 99,192 
Less 
Current liabilities and provisions 
; Bank overdrafts ; T3291 7,494 
| Creditors, provisions and accrued liabilities 4,576 60,258 
Corporation tax 2,913 2353 
Proposed final ordinary dividend 3,149 2,643 
| 23,929 72,748 
Net current (liabilities) /assets (13,113) 26,444 
Total net assets 117,586 87,390 
| ee 
| 
| Capital employed 
Issued capital 14 
Preference stock 2,283 2,208 
Ordinary shares 26,734 22,844 
29,017 25; eee 
Reserves 15 83,308 60,351 
Total capital and reserves 1123525 85,478 
Loans 16 5,201 1942 
Total capital employed 117,586 87,390 & 
John King 
Directors 
T. Carlile 


The accounting policies are set out on page 29 
The notes to the accounts are set out on pages 33-42 
The auditors’ report is set out on page 42 








Babcock & Wilcox Limited and subsidiary companies 
Notes fo the accounts 





1 Group structure 

With effect from 1st January 1978, the principal United Kingdom trading activities of Babcock & Wilcox 
Limited, together with the related assets and liabilities and its investments in a number of subsidiary companies, 
were transferred to four intermediate holding companies: Babcock & Wilcox (Operations) Limited ; Babcock 
Contractors Limited ; Babcock Construction Equipment Limited ; and Babcock Industrial & Electrical Products 
Limited. As a result of this re-structuring the figures for 1977 in the Babcock & Wilcox Limited balance sheet are 
not comparable with those of the year under review. 








2 Turnover and trading profit 

The accounting dates of certain subsidiary companies have been changed this year from 30th September and 
31st October to on or about 31st December. The effect on the results for 1978 has been to increase turnover 
by £16-9 million and trading profit by £321,000 (1977: £21-7 million and £770,000) 

Trading profit is shown after charging: 

















1978 oT 7 
£000 £000 
Depreciation of fixed assets: 
Freehold and leasehold property 17809 1,493 
Plant, machinery and equipment 8,554 7,600 
10,063 9,093 
Remuneration of the directors of the Company (see note 9) : 
Fees 22 20 
Managerial services including pension fund contributions 345 306 
Pensions to former directors 2 2 
369 328 
Auditors’ remuneration 
(Company £40,000) (1977: £105,000) 733 Fay il 
Hire of plant and machinery 5,408 5,812 
and after crediting: 
Adjustment in respect of stock valuation of prior years (see note 13) 925 — 
Excess of provision of £2:4 million made in 1976 
for net cost of redundancies over the costs incurred — 940 
3 Investment and other income 
1978 1977 
£000 £000 
Investment income: 
Listed investments 600 662 
Unlisted investments 318 299 
918 961 
Other income: 
Profits less losses on sales of investments eyes 2,079 
1,893 2,980 
4 Interest payable (net) 
oe 1978 1977 
£000 £000 
Debentures and long term loans 2,280 2,030 
Bank overdrafts and short term loans 3,950 a 745 
6,242 6,681 
Interest receivable on short term deposits 16490 762 
9,002 5,919 
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Babcock & Wilcox Limited and subsidiary companies 
Notes fo the accounts continued 








5 Associated companies 

In accordance with SSAP1, these accounts include the appropriate proportion of the results of the principal 
companies in which the Group had an interest of 20 per cent or more of the equity voting rights, with the 
exception of the results of CIF Babcock Fives, France. Details of those companies, all unlisted, which have 
been so treated are set out in note 12. 


1978 1977 
£000 £000 
The Group's share of profits of such companies was 2964 3,026 
Taxation 1,525 1,890 
1,456 1,736 
Receivable in dividends 425 406 
Retained by associated companies 1,031 1,302 





The Group’s share of the results of associated companies is based upon accounts made up to dates varying 
from 30th September 1978 to 31st December 1978. Where audited accounts were not available, unaudited 
management accounts were used. The directors are of the opinion that such unaudited accounts are reliable. 


The directors consider that the Group’s holding of 21 per cent of the equity in CIF Babcock Fives, France, did 
not constitute an investment in an associated company within the definition set outin SSAP1, because of 
limitations upon the influence which they were able to exercise over the commercial and financial policy 
decisions of this company due to French law and practice. On 12th January 1979 450,000 shares representing 
16-6 per cent of the capital of this company were sold for an amount equivalent to £6-3 million. 

















6 Taxation 
1978 Toy 
Group £000 £000 
United Kingdom Taxation: 
Corporation tax ba16 S071 
Double taxation relief (3,980) (T7154) 
Advance corporation tax 2,884 Vb 
4,670 S,000 
Overseas taxation (including deferred taxation) 6,579 0,7 30 
13,249 9,586 
Associated companies 
United Kingdom corporation tax 301 208 
Overseas taxation 1.224 1,682 
Vai ae Tha 





United Kingdom corporation tax on profits has been provided at 52 per cent. 


If deferred taxation on all timing differences were to be provided, an additional charge for the year of 
£2,189,000 (1977 : £3,209,000) would be required. 


The charge for overseas taxation includes £497,000 (1977 : £235,000) in connection with overseas 
investment income. The Group's share of the undistributed profits of overseas subsidiary and associated 
companies is liable to United Kingdom and overseas taxation if distributed as dividends. 


Provision is carried in these accounts for taxation estimated to arise on the surpluses on investments sold in 
and since 1975, but the precise liability will not be determined until the relative amounts of chargeable 
gains and allowable losses have been agreed with the Inland Revenue. 


Taxation losses of United Kingdom companies estimated at £11,559,000 (1977: £4,683,000) are available 


for relief of taxation on future profits. The precise amount available will depend on the outcome of the 
negotiations referred to above. 
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7 Ordinary dividends 








1973 1977 1978 177 
p per share p per share £000 £000 
Final dividend for 1977 paid on 
new ordinary shares issued between 
12th and 21st April 1978 (see below) —- a oy — 
Interim 29312 2308 2,950 2 Aad 
Proposed final 29313 2:892 3,149 DAO, 
Total 8025 5200 6; ot 4,790 











Provision was made in the 1977 accounts for the cost of the final dividend based on the number of ordinary 
shares In issue on 12th April 1978, the completion date of the accounts. Between 12th April 1978 and 21st April 
1978, the dividend record date, a further 1,800,768 ordinary shares were issued of which 1,590,174 shares 
related to conversions of 7% convertible guaranteed bonds of Babcock Nederland BV and 210,594 were in 
respect of share options exercised by senior executives. These new shares ranked for the final dividend and the 
additional cost of £52,000 has been included in these accounts. 


Between 1st January 1979 and 11th April 1979, the completion date of these accounts,511,238 new ordinary 
shares were issued (see note 14), increasing the number of ordinary shares in issue from 106,934,752 at 


31st December 1978 to 107,445,990 shares. The final dividend for 1978 has been calculated on the latter figure. 











8 Earnings per ordinary share 

The calculation of earnings per ordinary share is based on attributable profits of £24,571,000 

(1977: £20,542,000), after deducting preference dividends but before taking account of exchange losses. 
The profits so calculated are related to an average of 97,187,429 (1977: 91,115,777) ordinary shares in issue 
during the year. If the 2,695,084 ordinary shares under option at 31st December 1978 had been fully issued at 
1st January 1978 and the proceeds of subscriptions had been invested in 24% Consolidated Stock from the 
beginning of the year and all of the 7% convertible guaranteed bonds of Babcock Nederland BV had been 
converted into ordinary shares at 1st January 1978, the fully diluted earnings per share would be 22:7p. 


9 Directors’ and employees’ emoluments | 
The emoluments (excluding pension scheme contributions) of the chairman and other directors resident in 
the United Kingdom were as follows: 


1978 1977 
Chairman’s emoluments (also highest paid director) £53,071 £47,600 
Other directors whose emoluments were within the ranges : 
Number Number 
Notmorethan £ 2,500 3 4 
Eau TO. 5,000 1 1 
E27,001) IO: £25,000 — 1 
Po000T to £32,500 = 1 
BOZO! to. “£35,000 2 — 
me oO to, £40,000 — 1 
1 = 


£47,001 to - £50,000 


Employees in the United Kingdom whose emoluments were within the ranges : 


Number Number 
TOO) to £12,500 11.8 48 
Pizo01 to £75,000 44 2a 
Pool. to: £17500 15 10 
£7501 to. £20,000 13 8 
PAOLO tO. 22,500 5 Z 
E27 DOT _- 162 3225 O00 3 = 
2.00) “to £27500 5 3 
EOOLOOT tO £372,500 1 = 
£32,001 to £35,000 1 2 
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Babcock & Wilcox Limited and subsidiary companies 


Nofes fo the accounts continued 





10 Fixed assets 


Company (see note 1) 


Cost: 

Balances at 1st January 1978 
Additions 

Disposals 

Transfers to subsidiaries 


Balances at 31st December 1978 


Depreciation: 

Balances at 1st January 1978 
Charge for year 

Disposals 

Transfers to subsidiaries 


Balances at 31st December 1978 


Net book value at 31st December 1978 


Freehold 
properties 


£000 


9,993 
171 
(12) 

(8,055) 


21007 


2525 
35 
(9) 

(2,244) 


311 
1,786 





Leaseholds 
long short 
£000 £000 
257 39 
(21) = 
(160) (39) 
76 — 
SZ 12 
y) = 
(5) ae 
(11) n2) 
18 — 
58 — 


Plant & 
equipment 


£000 


20,644 

66 
(37) 
(20,196) 





477 





14,958 

70 
(24) 
(14,737) 





269 





208 





Patents, trading rights and loose tools and equipment at cost, /ess amounts written off (1977 : 503) 


Group 


Cost: 

Balances at 1st January 1978 
Currency adjustments 

New subsidiaries 

Additions 

Disposals 


Balances at 31st December 1978 


Depreciation: 

Balances at 1st January 1978 
Currency adjustments 

New subsidiaries 
Charge for year 

Disposals 


Balances at 31st December 1978 


Net book value at 31st December 1978 











39,770 





4,547 1,467 


(14) (48) 
150 258 
(82) (22) 

4,601 655 
394 400 

(1) (11) 

93 163 
(16) (4) 
470 548 
4,131 1,107 








94,035 
(2,780) 
1,366 

14,801 
(4,944) 





102,478 





52,717 

(1,244) 
781 
8,554 

(3,516) 


5/292 








45,186 





Patents, trading rights and loose tools and equipment at cost, /ess amounts written off (1977: 660) 





11 Subsidiary companies (see note 13) 


Shares at cost plus bonus shares at par, /ess amounts written off 


Amounts due from subsidiaries, /ess amounts written off 


Amounts due to subsidiaries 


Particulars of principal subsidiaries are given on pages 46 to 52, which form part of these accounts. 
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1978 
£000 
67,101 
112,578 
(48,033) 





131,646 








Total 
£000 


30,933 
oT 
(70) 

(28,450) 





2,650 





7927 

109 
(34) 
(17,004) 





598 





2,002 


—_—— 


2,002 


146,041 

(3,333) 
1,983 
19,434 

(5,946) 





S879 





61,826 
(1,162) 
846 
10,063 
(3,588) 


67,985 








90,194 
902 





91,096 





177 
£000 
24,815 
82,415 
(63959) 





43,271 








12 Investments 











1978 1977 
Market value Market value 
Book or directors’ Book — or directors’ 
value valuation value valuation 
£000 £000 £000 £000 
Company (see note 1) 
Associated companies (all unlisted) 600 606 830 (eds 
Trade investments 
Listed: on exchanges in Great Britain — 1.330 (osu 
on overseas exchanges 87 83 87 SAW 
Unlisted 1,314 1,685 on ee) 1,700 
2,001 2,014 3,766 5,624 
Group 
Associated companies (all unlisted) NOASS 14,018 71949 11,648 
Trade investments 
Listed: on exchanges in Great Britain —- — Toou) 1,831 
on overseas exchanges 606 8,769 STs 5,454 
Unlisted 1,846 2309 2,084 2270 
12.636 DATO Leo's Pa WSIS) 














Investments are stated at cost less amounts written off, except investments in associated companies of the 
Group which are stated at cost less amounts written off plus the Group’s share of undistributed post-acquisition 
profits. 

On 12th January 1979 the Group disposed of 16:6 per cent of the issued capital of CIF Babcock Fives, foran 
amount equivalent to £6:3 million. This amount is considered to represent the market value of this holding at 
31st December 1978 and has accordingly been included in the 1978 market value of listed trade investments. 
The market values of all other listed trade investments, including the residual holding of 4-4 per centin 

CIF Babcock Fives, are based on the stock exchange values, converted in the case of investments overseas at 
the official rates of exchange at the end of each year. The directors’ valuations of holdings in associated 
companies and unlisted investments are based on the appropriate share of the net assets attributable to 

those investments. 

The directors point out that, due to the significance of the holdings in certain overseas investments, the 
market value or directors’ valuation thereof may not be a fair measure of the amounts which would be realised in 
the event of a disposal. 

In the event of a disposal of any of these investments a liability to corporation tax may arise. 


The principal investments are set out below. 


Group interest at Group interest at 
31st December 1978 31st December 1978 
Associated companies (all unlisted) % Trade investments % 
United Kingdom Listed 
British Nuclear Associates Limited 34:3 CIF Babcock Fives, Francett ZO 
Diamond Power Specialty Limited 30°0 
La Mont Steam Generator Limited NOS, 
Wanson Co. Limited 25°70 Unlisted 
ACC-Vickers-Babcock Limited, Indiattt 17:4 
Overseas Rolls-Royce & Associates Limited 1270 
Ajax International Corporation, USAT Zar 
Babcock-Hitachi KK, Japan 2OnO™ 
Cables Automotrices SA, Mexico 49-Q* 
Instrumentos Bristol SA, Mexico BOM" 
F. Platen GmbH, West Germany 5O-0* 


Investments other than the above are not significant. A 

The investments are in the ordinary capital and where marked * are held by a subsidiary company. 
+Increased to 78-9 per cent in March 1979. 

++tReduced to 4-4 per cent on 12th January 1979 as explained above. 

+ttIncreased to 22-19 per cent in April 1979. 
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Babcock & Wilcox Limited and subsidiary companies 


Notes fo the accounts continued 


13 Stocks and work in progress 


£000 
Company (see note 1) 
Long term contract work in progress — 
Less progress payments received — 
Other stocks and work in progress 272 
Less progress payments received ~~ 
Total stocks and work in progress 
Group 
Long term contract work In progress 249,808 
Less progress payments received 200,065 
Other stocks and work in progress 134,209 
Less progress payments received 16,146 





Total stocks and work in progress 


1976 
£000 


Zi2 


22 


40,773 


113,068 





158,090 





£000 


66,869 
53,733 





35,432 
1,407 





251,067 
221,840 


128,550 


22,990 


NOTe 
£000 


TS ASG 


34,025 





47,161 





30,027 


105/556 


135,582 





The cost of stocks in certain American operations of Acco is calculated on a LIFO basis. Prior to 1978, under a 
regulation of the United States Internal Revenue Service, it was not possible without the risk of penalty to adjust 
the cost of these stocks to a FIFO basis of valuation for consolidation in the Group’s accounts and thereby 
conform with the Group’s accounting policy. The application of this regulation has been amended and the 
equivalent FIFO cost of these stocks is now recognised in these accounts. The resultant adjustment had the effect 
of increasing the value of stocks at 1st January 1978 by £3,770,000, of which £925,000, relating to stock 
movements between 5th December 1975, the acquisition date of Acco, and 31st December 1977 has been 


included in Group trading profit for 1978. 





14 Share capital of Babcock & Wilcox Limited 





Authorised 
£000 
6% cumulative preference stock 100 
5% cumulative second preference stock and shares 200 
4% cumulative redeemable preference stock and shares 3,000 
3,300 

Ordinary shares of 25p (106,934,752 issued 
and Tully paid) (1977 : 91,374,067) 36,700 
40,000 





1978 
Issued 
£000 
100 
183 
2,000 


2,200 


26,734 





Pc V OH 





Authorised 


£000 
100 
200 
3/000 


3,900 


36,700 





40,000 





S77 
Issued 
£000 
100 
as 
2,000 


2,203 


22,844 





20,20 





The terms of issue of the $35 million 7% convertible guaranteed bonds 1992 by Babcock Nederland BV gave 
bondholders the right on or after 17th April 1978 to convert their bonds into ordinary shares of Babcock & Wilcox 


Limited at a price of 125p per share, applying an exchange rate of US $1:7432 to £1. Between 17th April 


and 31st December 1978, bonds to a value of $32,578,000 were converted, resulting in the issue of 


14,950,846 new ordinary shares of Babcock & Wilcox Limited ata premium of £13,176. 242: 


In June 1978 options were granted to 15 senior employees to acquire 295,000 ordinary shares at prices of 


123p and 125p per share exercisable during the period June 1981 to June 1985. During the year senior 


employees exercised options to acquire 609,839 ordinary shares and six employees in the share option scheme 
left, causing their options to acquire 82,500 shares to lapse. This left a balance of 2,695,084 shares under option 
still to be exercised during the period April 1979 to June 1985 at prices varying from 25p to 125p per share. 

The total number of shares originally available under the scheme was 4,552,260, of which 918,486 still remained 


unallocated at 31st December 1978. 


Between 1st January 1979 and 11th April 1979 511,238 ordinary shares were issued in respect of conversions 
of 7% convertible guaranteed bonds of Babcock Nederland BV, increasing the company’s issued ordinary 


share capital from £26,733,688 at 31st December 1978 to £26,861,498. 


The Company has the option of redeeming by drawings all or part of the issued 4% cumulative redeemable 
preference stock at par at any time by giving three months’ notice. No final redemption date has been fixed. 
et ee eee 
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15 Reserves 


Share premium 


Retained earnings 
Opening balance 

Profit for the year retained 
Exchange losses 


Acquisition reserve 

Excess of net assets of subsidiaries over 
purchase price 

Less goodwill 


Balance carried forward 


1978 
£000 
13,209 





60,348 
O71 





70,099 








83,308 





Company 


hogy 
£000 
2 


Dao 
850 


60,348 





10 Reon 


1978 
£000 
13,209 





111,640 
15,823 
(305) 


127 18 


J700 
9,554 


402 


140,769 


Group 


177 
£000 


100,970 
see Oia, 
(407) 


111,640 


3,906 
T2900 


720 


ttZ.363 


Group reserves include £6,231,000 (1977: £3,976,000) in respect of associated companies, being the 
retained profits attributable to the Group, and £1,352,000 (1977: £1,657,000) in respect of accumulated 


net exchange gains credited directly to reserves. 





16 Loans 


Company 

41% debenture stock 1980 (a) 

6% debenture stock 1980-83 (b) 

7% unsecured loan stock 1978-83 (c) 

Short term bank loans (maturing between one and five years) 


Total of Company loans 


Subsidiaries 

Babcock Industrial & Electrical Products Limited 

74% debenture stock 1985-90 (d) 

Babcock Nederland BV 

7% convertible guaranteed bonds 1992 (e) 

Acco Industries Inc 

82% serial notes 1978-90 (f) 

72% Economic Development Revenue Bonds 1990-99 (g) 
7%—-72% Industrial Development Revenue Bonds 1976-95 (h) 
Mortgage loan (1) 

Other mortgages and loans (}) 

Other subsidiaries 

Debentures and loans (k) 

Short term bank loans (maturing between one and five years) 


Group total 


1978 
£000 


484 
463 
740 

3,574 


6,261 


783 
Tey 


6,801 
1,963 

500 
2,254 
6,249 


3/099 
640 





28,637 











1977 
£000 


505 
618 
789 


1eotZ 


823 
18,345 


7,813 
1,078 

547 
2007 
4,836 


wee 
8,190 





50,149 
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Babcock & Wilcox Limited and subsidiary companies 
Nofes fo the accounts continued 


16 Loans continued 


a) The 44% debenture stock 1980 is secured by a first charge on the assets of the Company and an amount of 
£111,112 is required to be applied annually towards its redemption by purchase In the market or by drawings. 


b) The 6% debenture stock 1980-83 is secured by a first charge on the assets of the Company and an amount 
of £75,000 is required to be applied annually towards its redemption by purchase in the market or by drawings. 


c) The 7% unsecured loan stock 1978-83 may be redeemed at par before 31st December 1983 at 3 months’ 
notice. Any outstanding stock on 31st December 1983 will be redeemed at par. 


d) The 74% debenture stock 1985-90 of Babcock Industrial & Electrical Products Limited is secured by a 
floating charge on the assets of that company and an amount of £15,000 is required to be applied annually 
towards its redemption by purchase in the market or by drawings. 


e) The 7% convertible guaranteed bonds due 1992 of Babcock Nederland BV are guaranteed as to 
payment of principal, premium (if any) and interest by the Company. The bonds are in bearer form in the 
denomination of US$1,000 each. Unless previously redeemed or purchased, the bonds are convertible 

on and after 17th April 1978 and up to and including 15th September 1992 into fully paid ordinary shares 
of Babcock & Wilcox Limited at a conversion price, subject to amendment in certain events, of 125p per 
share with a fixed rate of exchange applicable upon conversion of US $1:7432=f1. On and after 15th 
October 1980 and prior to maturity on 15th October 1992 Babcock Nederland BV may redeem all or 

any of the bonds, upon giving not less than 45 nor more than 60 days’ prior notice, at a redemption price 
of 104 per cent of their principal amount during the 12 month period beginning 15th October 1980; 

and in each succeeding 12 month period until 14th October 1988 at a price one-half per cent below the 
redemption price of the preceding 12 month period; and on and after 15th October 1988 at par. The bonds 
may not be so redeemed prior to 15th October 1982 unless the average of the closing prices per ordinary 
share on each dealing day within the 30 day period ending on the 15th day preceding the date upon which 
notice of redemption is first given shall have been at least 150 per cent of the average of the conversion 
prices in effect on each such day. The bonds may be purchased in the open market by the Company or any 
subsidiary at any price or by private treaty at a price not exceeding 120 per cent of the middle market 
quotation of the bonds on the last dealing day preceding the day of purchase. Unless previously converted, 
redeemed or purchased the bonds will be redeemed at par on 15th October 1992. 


During 1978, in accordance with the above terms, bonds to a face value of $32,578,000 were converted into 
ordinary shares of the Company. 


f) The 8% serial notes 1978-90 of Acco are repayable on or before 1st December 1990. They may be 
repaid at any time in full, or in part in multiples of $50,000. Repayments prior to 1st December 1980 are 
subject to a redemption fee of 8% per cent. Repayments between 1st December 1980 and 1st December 1990 
are subject to redemption fees at rates varying according to the date of repayment, reducing from 7:99 per cent 
to nil. No repayment prior to 1st December 1990 may be made from the proceeds of borrowings bearing 
interest at less than 8Z per cent per annum. 


g) The 73% Economic Development Revenue Bonds 1990-99 of Acco are secured on a freehold property 
and are due to be repaid at par by equal instalments between 1st May 1990 and 1st May 1999. They may be 
repaid in full from 1st May 1984 subject to redemption fees at rates varying according to the date of 
repayment, reducing from 3 per cent to nil. 


h) The 7%-73% Industrial Development Revenue Bonds 1976-95 of Acco are secured on a freehold 
property and are being repaid at par by instalments up to 1st July 1995. 


i) The mortgage loan of Acco is secured on a freehold property and bears interest at floating rates between 
2 per cent and 9% per cent. It is being repaid at par by instalments up to 1995. 


j) Other mortgages and loans of Acco bear interest at rates varying from nil to 14 per cent, are redeemable 
at par at varying dates up to 2002, and £3,611,000 is secured by charges on assets. 


k) Debentures and loans of other subsidiaries bear interest at rates varying from 2 per cent to 103 per cent, 


are redeemable at par at varying dates up to 1996, and £2,058,000 is secured by fixed and floating charges 
on the assets of those companies. 
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16 Loans continued 


|) The aggregate borrowings of the Company and Group were: 




















Company 
1978 1977 
£000 £000 
Bank overdrafts and loans 16,865 7,494 
Other loans: repayable within 5 years 1,687 880 
repayable after 5 years — 1OSZ 
Aggregate borrowings 16,552 9,406 

m) The aggregate borrowings of the Group mature as follows: 
United Kingdom Overseas 
1978 1Oo77 17S 1977 
£000 £000 £000 £000 

Debt maturing: 

In less than 5 years 8,886 S70 | 39,396 24,974 
Between 5 and 10 years 143 Liv4 5,002 6,347 
After 10 years 1016 1,062 6,828 26,088 
Aggregate borrowings 1088) T1027 b2,026 57,409 














17 Deferred taxation 





1978 
£000 


37,247 
11,035 
13,783 





62,065 





1978 
£000 


48,282 
5,945 
7,838 





62,065 





Group 


TOF7 
£000 


Fay aa Oy 
11063 
34,671 





68,436 





Total 


Wage 
£000 


o,7 00 
ed 
211 SQ 





68,436 





The amount set aside for deferred taxation of £5:213 million (1977: £3:119 million) represents overseas 


deferments. 


lf deferred tax on all timing differences were to be provided by the Group the additional amounts would be: 








1978 

£000 

Capital allowances 6,900 
Stock relief Da2e | 
Revaluation of fixed assets 847 

Future benefit of tax losses (5,7 10) 

Other timing differences (27021) 
25,319 

Advance corporation tax recoverable (8,101) 
17,215 





1977 
£000 
7,164 
14,150 
1,021 
(1,746) 
(358) 





20,231 
(5,205) 





15,026 














18 Contingent liabilities 


a) There are contingent liabilities amounting to £14,432,000 for the Company (1977: £32,1 59,000) and 
£7,523,000 for the Group (1977 : £12,527,000) representing mainly guarantees given and bills discounted 
on which no losses are anticipated. In addition there are contingent liabilities in the ordinary course of business 
in connection with the completion of contracts within specification, including responsibility for maintenance. 


b) Certain subsidiaries are engaged in litigation in connection with certain contracts. Provision for these claims, 
based on legal advice, has been made in these accounts to the extent considered necessary by the directors. 
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Babcock & Wilcox Limited and subsidiary companies 


Notes fo the accounts continued 





19 Capital commitments 


Capital expenditure sanctioned by the board 
and outstanding at 31st December 1978 
Contracts placed against these sanctions 
and not provided for in the accounts 





Company 

1978 1Ovy 
£000 £000 
Soke 8,688 
a) 948 


Wis: 
£000 


36,887 


6,908 





Report of the auditors 


to the members of Babcock & Wilcox Limited 


Group 


177 
£000 


25,418 


LOO 





We report on the accounts set out on pages 29 to 43 and 46 to 52. These have been prepared under the 


historical cost convention, which permits the inclusion of certain assets at a revaluation. 


In Our Opinion the accounts give a true and fair view of the state of affairs at 31st December 1978 and of 
the profit and source and application of funds for the financial year ended on that date, according to the 
historical cost convention, and comply with the Companies Acts 1948 and 1967. 


Coopers & Lybrand 
Chartered accountants 
London 

11th April 1979 
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Babcock & Wilcox Limited and subsidiary companies 
Consolidated statement of source 
and application of funds 


for the financial year ended 31st December 1978 



































197s 1977 

£000 £000 
Source of funds 
Profit attributable to Babcock & Wilcox Limited 
before exchange losses 24,037 20,608 
Adjustments for items not involving the 
movement of funds: 
Depreciation 110,063 9,033 
Minority interests (304) 101 
Deferred taxation CO Rs: (977) 
Retained profits of associated companies (12031) (T2800) 
Total generated from operations 35,643 27,493 
Issues of ordinary shares 1026 86 
Proceeds of 7% convertible guaranteed bonds = 18,345 
Decrease in working capital a 195351 
Additional loans 2,666 6,420 
Disposals of investments and fixed assets (at book values) 3,970 5,553 
Increase in bank overdrafts (net) 1.020 — 

Pecpea ke, 77,248 
Application of funds 
Cost of shares in subsidiaries (see note) 1360 2037 
Expenditure on fixed assets 19,676 G7 52 
Expenditure on investments ' 45 1,364 
Increase in working capital 21,063 — 
Dividends paid coy al 3,174 
Reduction in loans 24,850 17,645 
Reduction in bank overdrafts (net) — OG,229 
730.10 77,248 

Note: the cost of shares in subsidiaries was represented by the following assets and liabilities : 

1978 1977 

£000 £000 
Fixed assets Nghe, 434 
Working capital 5o3 1,654 
Bank overdrafts (net) 35 (665) 
Loans (94) (533) 
Minority interests (24) 635 

1,647 25 
Goodwill 318 052 

1,965 2,077 


—_—_— 
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Babcock & Wilcox Limited and subsidiary companies 


Ten year financial summary 








1969-78 (£000) 


[ooo Layo 1971 Toyz Wowace 





Turnover 


Profits 
Profit before interest charges and taxation 
Interest payable (net) 


Profit before taxation 
Taxation 


Profit after taxation 
Minority interests 


Exchange gains/(losses) 
Extraordinary items 


Preference dividends 
Profit attributable to ordinary shareholders 


Earnings per ordinary share (notes 1 and 3) 
(excluding extraordinary items 
and exchange gains and losses) 


Ordinary dividends (note 1) cost 
pence per share 
pence per share grossed by ACT 


Funds employed 

Share capital (note 3) 

Reserves and retained earnings 
Loans and overdrafts 


Represented by 
Fixed assets 
Investments 
Goodwill 

Net current assets 


Total funds employed 
Less: Minority interests 
Deferred taxation 


Total 


Profit before interest charges as a return 
on total funds employed (note 2) 


Number of shareholders at year end 
Preference 

Ordinary 

Average number of employees 


Turnover per employee 


103,553 110/586 "126,094 1260025 202 7a 


3,415 Oo 6,7 6 6.727 *- TORS 
1,344 2,009 709 ci 2,608 








2071 3,144 4,013 5,324 ofr May: 
1,581 1,626 1417 1,00) 3,486 








490 1,616 2,090 3,643 4,671 





S00 ss a 223 260 387 
140 felch) deste 5 ere) oie) 4,284 

— — 120 745 ec) 
444 4,037 440 1 0 1,396 











584 bee Zaoe 4,463 1,222 
SEO uo oD ob 66 





489 Sal Rok Vag See: 4,368 7526 








Bas, 18D oa 8) 4:4p oa 





941 941 988 864 743 
1:29p. 1:29p 135p° 0980 1-Op 
at ube = 98899 . 14g 





11,688 141,688 T6860, A220 Te cee 
21,764 +26,012°" 27,826 (27821. 26 ce 
22,/66 20;763° T8135" Toe00 2o7en 











06,208 58463 57,749 5 650)" 7G, 028 

















16,910 16,623 T7205) “Seon 27 
0,530 8,602 Pope ie is! Pod? 0,982 
-—- — — — 7,408 
33,443 35,910 35,120 31:916 27:16@ 














58,897 61,335 60,260 59.356 80.706 
2,689 par oy! 24 3,508 3,360 
— —~ 418 











06,208 568.463 57,749 55.850  76:926 

















58% 8-4% 9°56 % WES 7s 13:39am 
175386 1,458 hae 1220 Pa 
12,269 11,649 10,680 70,708 > 7iee7 


23,367 22.162 22947 20 566-) 25.268 
£4,432 £4990 £5,758 £6766 £7618 
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1974 Loy S 1976 1977 1978 
ene 201. S/0,700 629,932 656,669 777,707 
12,888 17,165 37,660 38,194 44,607 
3,009 ZAAZ 7,983 Somes) 5/052 
Gere) . 15,051 29:67). “32275 39,659 
4,684 meso 41745. 1LAy7o i4774 
5195 7421 17.932 20,799 - 24,73" 
302 200 oo 191 144 
4,833 el 17,595 20,608 24,637 
(212) 2014 4,748 (4.675) . (2,597) 
(909). 21,964 —— — — 
Wns -Sh,190 22,440. 5,903 22,040 
66 66 66 66 66 
Aeey eh eo 225277 “Tei867- 21,974 
6:4p 9-3p 19-30 22°50 20-0) 
og 1,748 1922 4,842 6,099 

Ha I 0 1920 ve illo 5-25) 5:-86p 
1:64p 2950 Cig 08) 7 950 8-75p 
force, sound 2044 25127 29/017 
Soen7 2) CfO0G 102.247 112,368 140,709 
23516 04,590 91,221 Borova: “67,204 
Wee? ToO;70) 218,507 198,164 227,047 
28,055 74.980 85,431 64.675" 01,096 
iso? reo, toeoe © 14,976... 12,635 
7,464 — -— — — 
Oe. 2 955571: 126)259- 105,791. 129,643 
Pileeet 1/6380, 224,406 202,642 233,3/4 
2332) Ge323 1,893 ToDo 1114 
1,851 TOYS 4,096 CR ies) ope alle) 
Uo? 159:701 218,507 198,164 227,047 
13°96 14:8% 16:8% 18:8% 19:1% 
1,066 LOT 930 844 774 
eeooee iaeteo. 16047 15515 16,125 
Porte 29 527 — 37,306 36,948: .36,315 
myo! £12555 216,649 £17,773 £21,416 


Notes 


1 All figures have been adjusted for the one for 
ten scrip issues in 1972 and 1973 and the one for 
one rights issue in 1975. Dividends are shown 
gross in 1971 and earlier years. If the dividends for 
1972—78 were grossed by advance corporation tax 
for comparison with 1971 and earlier years they 
would have amounted to £1,035,000, £1,086,000, 
£1,222,000, £2,689,000, £2,957,000, £7,336,000 
and £9,104,000 respectively. The cost of the 1977 
dividend includes £52,000, which was not provided 
forin the 1977 accounts, in respect of 1,800,768 
ordinary shares issued between 12th and 21st April 
1073: 


2 The calculation for 1975 is based on profit 
before interest charges including the full year's 
profit of Acco. 


3 The share capital and earnings per share for 1978 
reflect conversions of 7% convertible guaranteed 
bonds 1992 of Babcock Nederland BV in that year. 
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Babcock & Wilcox Limited and subsidiary companies 
Principal group companies 


Unless otherwise stated Babcock & Wilcox Limited holds 100% of the equity share capital of the companies 
either in its own name or, where marked*, in the name of nominees or subsidiary companies. Each of the 
companies located in the United Kingdom is registered in England unless otherwise stated. Companies 
located overseas are registered in the country of location unless otherwise stated. 





Babcock & Wilcox (Operations) Limited 


Location Principal activity 





Contracting division London Design, engineering, sale, contract 
management and servicing of land 
and marine conventional and nuclear 
steam raising plant 





Construction division Tipton Erection of land and marine conventional 
and nuclear steam raising plant 


—7"—_—_—_—_—_—— CC emwmwrrrahaeeeee eee, 


Production division Renfrew and Dumbarton Manufacture of land 

and marine conventional 

and nuclear steam raising plant 
The Calorizing Corporation 
of Great Britain Limited* Dumbarton Calorized steel products 


Babcock & Wilcox (Plant Leasing) Limited* London Leasing of plant and machinery 
a ee a ee ee ee 
Associated companies 


Diamond Power Specialty Limited (38%) Dumbarton Soot blowing systems 

and controls, gauges, thermoprobes 
La Mont Steam Generator Limited (45-:9%) Wembley Steam boilers 
Wanson Co. Limited (25%) Borehamwood Industrial heating equipment 


a EE EEE EE EEE eee 


Trade investment 
Rolls-Royce & Associates Limited (19%) Derby Marine nuclear propulsion units 


ee 
Babcock Contractors Limited 


a EE EE Eee 


Ames Crosta Babcock Limited* Heywood International contractors for the design, 
manufacture and installation of treatment 
plant for water, sewage and industrial 
effluent 


BV Machinefabriek Spaans* Hoofddorp, Holland Design, manufacture and installation of 
Archimedean screw pumps, sewage 
treatment plant and material handling 
installations involving screw conveyors 


Babcock Corrosion Control Limited* Eton, Uxbridge and Crewe Rubber lining of plant and equipment for 
the process industries. Acid resistant floor 
and wall finishes 


Resinform Limited* Roberttown Fabrication and installation of reinforced 
plastic vessels and piping 

Babcock Hydro-Pneumatics Limited* London Hydraulic and pneumatic handling of 
granular materials including ash and dust 

Babcock Product Engineering Limited* Crawley Specialist combustion equipment 
and waste heat recovery 

Duiker Projekten BV (80%*) Rijswijk, Holland Industrial combustion and incineration 
equipment 

IGIl—Impianti Gas Internazionali SpA (60%*) Milan, Italy Design and construction of gas 


manufacture and treatment plants 
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Babcock Contractors Limited continued 


Woodall-Duckham Limited* 


Babcock Electrical Projects Limited* 
Blaw Knox Transmission Lines Limited* 


Babcock-Moxey Limited* 


Babcock Turnkey Operations Limited* 
Jenkins of Retford Limited* 

Babcock Minerals Engineering Limited* 
Babcock-Moxey (Australia) Pty Limited 


Hardstock Limited* 
Pearstar Engineering Limited* 


Location 





Crawley 


Gloucester 
Rochester 


Gloucester 


Farnborough 

Retford 

Retford 

Perth, Western Australia 


Hitchin 
Crawley 


Principal activity 





World wide process engineering 
and construction 


Electrical contracting 


Transmission lines for electrical 
distribution 


Bulk handling plant conveyors, stackers 
and reclaimers for minerals 


Major international turnkey contracting 
Mechanical and unit handling systems 
Mineral dressing systems 


Bulk handling plant conveyors, stackers 
and reclaimers for minerals and agents 
for equipment 


Building and modernisation of houses 
Holding company 





Babcock Construction Equipment Limited 


Blaw Knox Limited* (also 100%* of 
44% cumulative preference shares) 


Winget Limited* 


Slater & England Limited* 
Muir-Hill Limited* 


Babcock Kina Limited* 


Moore’s Plant Limited* 
Babcock Plant Sales Limited* 
Plant Engineering Services Limited* 


Babcon Plant (Scotland) Limited* 
(registered in Scotland) 


B. K. Wilcox SA 
Triplejay Equipment Limited* 








Rochester 
Rochester 


Gloucester 
Gloucester 


Hadleigh 


Tottenham 

Tipton, Blackrod and Ripon 
Ivybridge 

Coatbridge 


Paris, France 
Zambia 








Manufacture and marketing 
of pavers and sweepers 


Manufacture and marketing 
of concreting equipment 


Manufacture of dumpers and fork lifts 


Manufacture and marketing 
of tractors and loaders 


Manufacture and marketing 
of water jetting equipment 


Distributors of contractors’ plant 


Distributors of pavers and sweepers 
Distributors of contractors’ plant 
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Babcock Industrial & Electrical Products Limited 








Industrial Products division 
Babcock Wire Equipment Limited* 


Blaw Knox Furnace Equipment Limited* 
Magco Limited* 


Babcock Gardner Limited* 


Gloucester Railway Carriage 
& Wagon Co. Limited* 


The Gloucester Foundry Limited* 


Huwood Limited* 
(also 22:2% of 7% redeemable cumulative 
preference capital *) 


Bolton, Warrington and Ashford 


Rochester 
Portchester 


Gloucester and Par 


Gloucester 


Gloucester 
Gateshead 


Wire, cable and high pressure hose 
making machinery 


~ Specialised machinery for steelworks 


Manufacturers of process machinery 
including feeders, screens and crushers 


Complete plant and unit equipment 

for mixing food, pharmaceuticals 

and other process industries 
Refrigeration panels for food distribution 


Components for railway wagons 
and carriages 


Malleable iron castings 
Coal mining machinery 


a a ee ae 
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Babcock & Wilcox Limited and subsidiary companies 
Principal group companies continued 





Babcock Industrial & Electrical Products Limited continued 








Location Principal activity 
Electrical Products division 
Babcock Controls Limited* Croydon and Welwyn Design and manufacture of control 
Garden City and instrumentation systems including 
digital process control systems 
Babcock Controls AB* Vasteras, Sweden Sale of control and instrumentation 
systems 
Oy Babcock Controls AB* Espoo, Finland Sale of control and instrumentation 
systems 
Bristol Automation Limited* Stourport-on-Severn Manufacture and design of 
instrumentation systems and Helicoid 
gauges 
Dynamo & Electrical Services Limited* Blackburn Design and manufacture of coils, 


transformers, electronic power supplies 
and control equipment 


Piranha Ignition Limited* Blackburn Ignition systems for motor vehicles 

Woden Transformer Co. Limited* Bilston and Hartlepool Design and manufacture of transformers 
and fusegear 

Whipp & Bourne (1975) Limited* Castleton Design and manufacture of switchgear 


aac er eres SS SSS SSS SSS SSS SSS SSS SSS SS SS CSS 


Other subsidiary companies (all registered in England unless otherwise stated) 








Babcock & Wilcox (Holdings) Limited 

Babcock (Operations) Management Limited * 

Babcock International Investments Limited 

Babcock Nederland BV* (incorporated in The Netherlands) 

Babcock & Wilcox Technische Maatschappij BV (incorporated in The Netherlands) 
Babcock Overseas Management Services Limited 

Babcock Agency Services (International) Limited 

Birchill Investment Co. Limited 

Equacrest Limited* 

Mikemanda Limited* 

Ruthway Finance Limited 

St Helen’s Securities Limited* 

Tyneham Investments Limited 

Rockvale Finance Limited 

Melanshire Finance Limited 

Babcock Technology NV* (incorporated in the Netherlands Antilles) 

_——— CC rrr eee 
Other associated companies 





Babcock Combustion Systems Limited (50%) London Fluidised bed combustion 


British Nuclear Associates Limited (34:3%) London Holding shares in National Nuclear 


Corporation Limited 
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International Group 





Location 
South Africa (all 100%*) 
Babcock & Wilcox of Africa (Pty) Limited Johannesburg 
Babcock & Wilcox of Africa (Operations) 
(Pty) Limited Johannesburg 


Triplejay Equipment (Pty) Limited 





Elandsfontein 








Principal activity 





Holding company 

Boiler plant and ancillaries, coal 
and ore milling plant and general 
mechanical construction 

Civil construction plant 



































Babcock Engineering Supplies (Pty) Limited Durban Engineering merchandising 

Babcock Properties Holdings (Pty) Limited Elandsfontein Property company 

Metsep (Pty) Limited Johannesburg Acid recovery 

Ames Crosta (Pty) Limited Johannesburg Sewage treatment plant 

Australia 

Babcock Australia Holdings Limited* Sydney Holding company 

Babcock & Wilcox Australia Limited* Sydney Boiler contracting, process engineering, 
construction and portable building 
manufacture 

New Zealand 

Babcock & Wilcox (New Zealand) Limited* Auckland Holding company 

Babcock Levesque Limited* Auckland Furnace and drying plant manufacturing 

H.E.M. International Limited* Wellington Design and manufacture of space heaters 

Belgium 

SA Babcock Belgium NV (82:4% also 

100% of preference capital) Liége Industrial and waste heat boiler 
manufacturing 

Mexico 

Babcock & Wilcox de Mexico SA de CV Mexico City Industrial boilers and water treatment 
plant manufacture 

Babcock de Mexico SA de CV Mexico City Holding company 

Medidores Bailey SA* Mexico City Instrumentation 

Widisa Metal SA* Mexico City Structural steel and plate work fabricator 

Aguaconsult SA* Mexico City Sewage treatment plant 

Associated company 

Transmineral SA (49%*) Mexico City Bulk material handling plant contractor 

West Germany (100%* except where stated) 

Claudius Peters AG Hamburg Holding company 

Claudius Peters Steine und Erden Cement and mineral processing plant 

Industrieanlagen GmbH Hamburg contracting 

Claudius Peters Verfahrenstechnische Furnace and pneumatic handling plant 

Anlagen GmbH Hamburg contracting 

Claudius Peters Este GmbH Hamburg Mechanical plant manufacturing 
and erection 

Interschalt Otto und Jurs KG (90%*) Hamburg Control panel and generator manufacturing 

Kroll, GmbH Hamburg Liquid handling equipment design and 
manufacture 

Associated company 

Maxpeters GmbH (40%*) Hamburg Process engineering for the steel industry 

USA 

Claudius Peters Inc* Dallas, Texas Cement and process plant contracting 

France 

Claudius Peters SA* Paris Cement and process plant contracting 

England 

Claudius Peters Limited* London Cement and process plant contracting 

Panama 

Inversiones Babcock SA Panama Holding company 

Babcock & Wilcox Latinoamericana SA Panama Industrial boiler and water treatment 


Other associated companies 


plant contracting 





Japan 
Babcock-Hitachi KK (20%*) 


Head office: Tokyo 
Works: Kure and Yokohama 


Boiler plant, pollution control equipment 
and heavy engineering 





Venezuela 
Babcock & Wilcox de Venezuela SA (30%*) 


Caracas 


Agency and fabrication of firetube boilers 
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Babcock & Wilcox Limited and subsidiary companies 
Principal group companies continued 





International Group continued 








Location Principal activity 
Trade investments 
France 
CIF Babcock Fives (4-4%*) (21%* at Paris Holding company 


31st December 1978) 





India 


ACC-Vickers-Babcock Limited (22:19%) (17:4% 


at 31st December 1978) 


Head office : Bombay 


Works : Durgapur and Shahabad 


Boilers and cement plant manufacture 





Babcock International Inc* 


(Corporate offices: 1616 North Fort Myer Drive, Arlington, Virginia 22209, USA) 





Ajax International Corporation (78:9%*) 
(25%* at 31st December 1978) 


Santa Barbara, California USA 


Design and supply of reverse osmosis 
plant for the desalination of water for 
potable and industrial purposes 





Babcock Contractors Inc (80%*) 


Pittsburgh, Pennsylvania 


Engineering contractors specialising 
in coal processing and water treatment 





Huwood-Irwin Co* 
Triangle Mining Equipment Co., Inc* 


Irwin, Pennsylvania 
Cedar Bluff, Virginia 


Coal mining machinery and general 
fabrication 





Acco Industries Inc* 
(Corporate offices: 929 Connecticut Avenue, 





Bridgeport, Connecticut 06602, USA) 





Material handling 


USA divisions 
Chain Conveyor Division 


Crane & Monorail Systems Division 
Hoist & Crane Division 
Industrial Lifters Division 


Integrated Handling Systems Division 


Subsidiary companies outside USA (100%*) 


Collis Mechanical Handling Limited 
FATA Limited 


FATA, SA 
FATA, SA 
FATA, SpA 
FATA Sud, SpA 


Nuova Agudio SpA 


Nuova Agudio Servicios Industria e Comercio Ltda 


Welland Forge Limited 
Canadian Material Handling Division 


Warren, Michigan 


Fairfield, lowa 


Saltville, Virginia 
York, Pennsylvania 


Salem, Illinois 


Frederick, Maryland 


Barry, Gwent, South Wales 


Bletchley, Milton Keynes, 
England 


Paris LaDefense, France 
Barcelona, Spain 

Turin, Italy 

Caserta, Italy 


Milan, Turin, Italy 
Sao Paulo, Brazil 


Burlington, Ontario, Canada 


MHS power-and-free, overhead trolley, 
towline conveyors. Power-Flex power- 
and-free conveyors, ACT automatic cart 
transportation systems, Acco selective 
vertical conveyors 


Louden under-running cranes, monorail 
systems, stackers 


Wright cranes, hoists, crane components 


Mansaver mechanical grabs. Vac-U-Lift 
vacuum lifters and transfer systems 


Sortrac sortation systems, Accomatic 
in process, storage/retrieval, and 
distribution handling systems, Acco 
roller and belt conveyors, palletizers, 
REM high density storage systems 


Pallet trucks, belt and roller conveyors 


Power-and-free conveyors, 
storage/retrieval systems, overhead cranes 


Aerial ropeways for passenger and bulk 
material transportation 


All Acco material handling equipment 
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Acco Industries Inc* continued 





Location Principal activity 
Process Control 
USA divisions 
Bristol Division Waterbury, Connecticut Design and manufacture of 
instrumentation and digital process 
‘control systems 
Helicoid Gauge Division Bridgeport, Connecticut Manufacture of precision pressure gauges 


Subsidiary companies outside USA (100%* except where stated) 

Bristol Babcock Instrumentos do Brasil, SA (59%*) Sao Paulo, Brazil Manufacture of process control 
instruments 

Welland Forge Limited 

The Bristol Company of Canada Division Toronto, Ontario Design and manufacture of control 


and instrumentation systems 
Associated company 


Instrumentos Bristol SA (50%*) Mexico City, Mexico Manufacture of process control 
instruments 


Dee eee —— 


Industrial products 


USA divisions 

Allison-Campbell Division Shelton, Connecticut Allison abrasive cut-off wheels 

Casting Equipment Division Bridgeport, Connecticut FATA permanent mould casting 
equipment for non-ferrous metals 

Wilson Instrument Division Bridgeport, Connecticut Rockwell hardness testers, Aieh/e tensile, 


compression and torsion testers, universal 
testing machines 
Subsidiary companies outside USA (100%* except where stated) 


FATA, SpA Turin, Italy Machines for casting non-ferrous metals 
Rockwell Hardness Testers Limited Stourport-on-Severn, England Rockwell hardness testers 
Nuova SAMMA SpA (91%*) Turin, Italy Manufacture of moulds 
and aluminium die-castings 
Wilson Instrument GmbH Munster, West Germany Rockwel/ hardness testers 





SSS ___ a 


Chain products 
USA divisions 


American Chain Division York, Pennsylvania Welded and weldless chain, slings, tyre 
chains, tie-down chain, load binders, 
trawling chain 


Acco Mining Sales Pittsburgh, Pennsylvania Mining chain and equipment 


Subsidiary companies outside USA (100%*) 


Parsons Controls Holdings Limited Stourport-on-Severn, England Holding company 
Parsons Controls Limited 7, 
Parsons Chain Company Division Stourport-on-Severn, England Mining chain, chain slings 

and components, trawling chain 
Welland Forge Limited Welland, Ontario, Canada Forgings 
Welland Forge Limited ; 
Dominion Chain Company Division Stratford, Ontario, Canada Chain and chain products, automotive 


and industrial cable control assemblies 


a Ne 


Wire products 
USA divisions 


Cable Controls Group Adrian, Michigan Automotive, marine and aircraft cable — 
Blytheville, Arkansas control assemblies, tensile communication 
Fairfield, lowa and aerial tow lines 


Jackson, Michigan 
Milan, Tennessee 
South Bend, Indiana 


Page Fence Division Monessen, Pennsylvania Aluminised and vinyl clad aluminised 
Darlington, South Carolina chain link fence fabric 
Page Welding Division Bowling Green, Kentucky Welding wire and conduit 
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Babcock & Wilcox Limited and subsidiary companies 


Principal group companies continucd 





Acco Industries Inc* continued 
Location 





Subsidiary companies outside USA (100%* except where stated) 


Brake Cables Limited Lechlade, Gloucester, 
England 

Industrias Metalurgicas Liebau, SA (75%*) Sao Paulo, Brazil 

La Teledynamique SA (77:4%*) Melun, Vaux-le-Penil, France 

Parsons Controls Limited Stourport-on-Severn, 

British Wire Products Division England 


Associated companies 
F. Platen GmbH (50%*) Weilmunster, West Germany 


Cables Automotrices SA (49%*) Mexico City, Mexico 
Cuernavaca, Mexico 


Trade investment 
Pujol y Tarrago SA (25%*) Barcelona, Spain 





Principal activity 


Tension and push-pull cable control 
assemblies 


Tension and push-pull cable control 
assemblies 


Tension and push-pull cable control 
assemblies 
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